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Budget  Message 


To  the  Members  of  the  Legislature  of  California: 


Tax  cuts  supported  by  my  Administration  such  as  income  tax  index- 
ing, increased  credits  for  renters,  special  credits  for  conservation  and 
solar  energy,  and  a  reduction  in  the  inheritance  tax,  have  significantly 
reduced  the  revenue  base  which  created  past  surpluses.  (State  income  tax 
cuts  this  year  alone  will  total  about  $2.5  billion.) 

For  this  reason,  the  moment  of  truth  is  upon  us.  Cutbacks  are  required 
in  State  and  local  government.  California,  once  at  the  top  of  the  list 
among  states  in  taxes,  has  dropped  dramatically  to  the  middle.  Our 
spending  must  reflect  this  leaner  diet  of  public  funds. 

Even  in  an  era  of  limited  resources,  however,  government  must  be 
prepared  to  meet  new  challenges.  This  budget  proposes  new  or  revital- 
ized efforts  in  the  following  key  areas: 

(1)  Technological  innovation  to  strengthen  the  economy; 

(2)  Crime  prevention,  law  enforcement,  jails,  and  prisons; 

(3)  Energy  and  resource  investments. 

I  have  tried  to  make  the  reductions  as  thoughtful  as  possible.  None  are 
in  concrete  and  I  intend  to  work  cooperatively  with  you  to  write  a  final 
budget  that  satisfies  both  our  principles  and  the  available  revenue. 


Governor 
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The  Governor's  Budget 


INTRODUCTION 


The  Governor's  Budget  is  divided  into  three 
sections.  The  first  is  traditionally  called  the  "A" 
pages  and  consists  of  summary  tables  and  brief 
narrative  discussing  the  major  budgetary  ele- 
ments, changes,  and  accomplishments.  Included 
in  the  "A"  pages  is  the  Governor's  Message,  the 
General  Budget  Summary  which  shows  the  total 
funds  available  for  the  past  year,  current  year 
and  proposed  budget  year,  and  the  traditional 
revenue  and  expenditure  piecharts  for  the 
proposed  budget. 

Special  note  should  be  taken  of  the  golden 
colored  section  of  the  A  pages.  This  section  in- 
cludes special  presentations  that  highlight  such 
areas  as  reductions  in  local  government  fiscal 
relief,  tax  reductions  and  cost-of-living  adjust- 
ments. 

The  second,  and  largest  section,  is  the  individ- 
ual budget  presentations  for  each  department. 
The  presentations  are  arranged  within  eight  ma- 
jor groupings,  i.e.;  Legislative,  Judicial  and  Ex- 
ecutive; State  and  Consumer  Services;  Business, 
Transportation  and  Housing;  Resources;  Health 
and  Welfare;  Youth  and  Adult  Correctional; 
Education  and  General  Government.  Each 
budget  presentation  provides  past  year,  current 
year,  and  proposed  budget  year  information,  in 
a  program  budget  format  with  a  summary  by 
object  of  expenditure  and  highlights  of  signifi- 
cant changes  or  accomplishments. 

The  third  section,  called  the  "B"  pages,  pro- 
vides additional  fiscal  information  in  summary 
schedules,  e.g.,  comparison  of  revenues  and  ex- 
penditures for  the  past  year,  current  year,  and 
the  proposed  budget  year.  The  "A"  and  "B" 
pages  together  are  published  separately  as  the 
Governor's  Budget  Summary.  In  addition,  the 
Salaries  and  Wages  Supplement  is  published  as 
a  separate  document.  This  document  presents 
the  detailed  data  on  approved  staffing  for  State 
agencies. 


THE  BUDGET  PROCESS 

The  Governor's  Budget  is  the  result  of  a  proc- 
ess which  begins  in  the  spring,  more  than  one 
year  before  the  budget  is  to  be  effective.  The 
process  is  started  when  budget  preparation  in- 
structions are  issued  by  the  Department  of  Fi- 
nance to  all  departments.  These  instructions 
describe  the  Administration's  guidelines  related 
to  continuing  the  current  level  of  service  (base- 
line budget)  and  proposed  budget  changes.  They 
are  to  be  used  by  departments  in  preparing  their 
budgets  for  submission  to  the  Department  of 
Finance  in  September  and  October. 

In  addition,  the  Department  of  Finance  may 
initiate  budget  change  proposals  relative  to  a 
particular  program  or  operational  unit  of  a  de- 
partment. These  proposals  are  based  on  special 
program  and  cost  evaluations  prepared  by  De- 
partment of  Finance  staff  and  may  require  a 
department  to  justify  continuing  a  particular  ac- 
tivity or  level  of  service. 

During  the  fall,  each  department's  baseline 
budget  is  reviewed  and  budget  change  proposals 
are  thoroughly  analyzed  by  the  Department  of 
Finance.  Conferences  are  held  with  departmen- 
tal and  agency  representatives,  the  Director  of 
Finance  and  the  Department  of  Finance  pro- 
gram budget  manager  to  decide  whether  a  par- 
ticular budget  request  is  within  the  established 
budget  guidelines.  Issues  outside  of  the  estab- 
lished priorities  are  referred  to  the  Governor's 
Office.  When  all  the  decisions  are  made,  a  par- 
ticular budget  is  "closed"  and  it  is  scheduled  for 
final  printing  by  the  State  Printing  Plant. 

With  the  submission  of  the  Governor's 
Budget,  which  is  required  by  January  10  of  each 
year,  the  chairman  of  the  Senate  Finance  and 
Assembly  Ways  and  Means  Committees  each 
introduce  a  Budget  Bill  which  contains  appro- 
priations to  finance  the  program  levels  proposed 
in  the  Governor's  Budget.  Throughout  the 
spring,  and  with  the  assistance  of  Committee 
Consultants  and  the  Legislative  Analyst,  who 
prepares  a  detailed  analysis  of  the  Governor's 


Budget,  the  fiscal  committees  of  each  House  of 
the  Legisature  hold  hearings  to  determine  if 
changes  should  be  made  to  proposals  included  in 
the  Governor's  Budget.  At  these  hearings,  repre- 
sentatives from  the  department  whose  budget  is 
being  heard,  the  Department  of  Finance,  the 
Legislative  Analyst,  and  the  public  may  be 
called  upon  to  provide  official  testimony. 

Changes  desired  by  the  Administration  con- 
cerning events  occurring  after  the  Governor's 
Budget  is  submitted  are  included  in  "Finance 
Letters"  addressed  to  and  considered  by  the  Fis- 
cal Committees. 

In  mid-May,  the  Department  of  Finance  up- 
dates its  estimates  of  current  year  and  budget 
year  revenues,  expenditures  (including  any  final 
Administration  expenditure  proposals)  and  sur- 
plus. This  provides  the  Legislature  with  the  most 
current  estimate  of  resources  that  will  be  avail- 
able for  expenditure. 

At  the  completion  of  all  the  hearings,  each 
House  passes  its  Budget  Bill.  A  Conference 
Committee  of  six  legislators  is  chosen  to  resolve 
differences  in  the  two  Bills  and  to  incorporate  a 
"Conference  Committee  Version"  into  one  of 
the  Bills.  This  Bill  is  then  sent  to  the  floor  of 
each  House  and,  if  passed  by  a  vote  of  two-thirds 
of  the  members,  is  enrolled  and  sent  to  the  Gov- 
ernor. If  it  is  not  passed,  a  new  Conference  Com- 
mittee is  formed  and  the  conference  process  is 
repeated. 

Upon  receipt  of  the  Budget  Bill,  the  Governor 
meets  with  his  advisors  to  exercise  his  veto  dis- 
cretion, which  permits  reducing  or  eliminating 
the  entire  amount  of  a  particular  item  of  expend- 
iture. The  Governor  then  signs  the  Budget 
Bill  and  it  becomes  the  Budget  Act.  The  Legisla- 
ture may  then  consider  overriding  any  vetoes  the 
Governor  has  made  and  may  do  so  by  a  two- 
thirds  vote  of  each  House. 

At  this  point,  most  of  the  operating  budget  of 
the  State  has  been  determined.  However,  it  is  not 
until  early  November  that  the  total  budget  au- 
thorizations are  actually  known.  By  then,  the 
Department  of  Finance  has  analyzed  the  cost 
impact  of  all  other  legislation  which  authorized 
additional  expenditures  or  changed  revenues  for 
a  fiscal  year. 


CHANGES  IN  THE  GOVERNOR'S  BUDGET 
AND  BUDGET  BILL  FOR  1981-82 

Assembly  Bill  3322,  Chapter  1284,  Statutes  of 
1978,  mandated  several  changes  in  the  Gover- 
nor's Budget.  It  emphasized  the  requirement 
that  the  Governor's  Budget  be  a  complete  plan 
of  expenditures  for  the  State,  and  in  addition, 
added  the  following  new  requirements: 

1.  The  Governor's  Budget  must  be  submitted 
as  a  program  budget,  with  programs  re- 
flecting each  agency's  activities,  displayed 
in  a  similar  manner  and  at  a  similar  level 
of  detail  each  year; 

2.  Program  budgets  must  reflect  funding 
from  all  funding  sources; 

3.  The  Governor's  Budget  must  have  a  cod- 
ing structure  so  that  similar  or  identical 
activities  being  performed  by  the  same  or 
different  entities  may  be  identified  and 
compared; 

The  first  two  requirements  will  be  phased  into 
the  Governor's  Budget  over  a  period  of  time, 
coinciding  with  each  agency  acquiring  program 
cost  accounting  capabilities  and  providing  fiscal 
information  to  the  California  Fiscal  Information 
System  (CFIS). 

The  1981-82  Governor's  Budget  includes  the 
third  requirement  for  a  coding  structure.  This 
common  coding  is  also  being  used  in  the  1981 
Budget  Bill,  and  in  CFIS  for  selected  informa- 
tion (see  the  California  Fiscal  Information  Sys- 
tem Budget-888  for  specific  details).  The 
classification  of  like  information  and  the  use  of 
common  coding  will  enable  comparisons  of  ac- 
tivities and  expenditures  across  departmental 
lines.  Coding  is  included  in  this  budget  for  each 
department/budget  activity,  program  activity, 
character  of  expenditure  (State  operations,  local 
assistance  and  capital  outlay),  selected  line-item 
object  totals  (e.g.,  Personal  Services),  revenue 
and  other  receipt  totals,  funds,  and  Budget  Act 
appropriation  for  the  budget  year. 

The  Budget  Bill  has  been  modified  in  a  similar 
fashion  for  1981,  to  reflect,  as  closely  as  possible, 
the  Governor's  Budget.  The  appropriations  of 
12  additional  departments  are  scheduled  by  pro- 
gram in  lieu  of  categories,  and  common  coding 
is  used  to  identify  appropriation  items  and  pro- 
gram/category appropriation  limitations. 
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THE  BUDGET  DOCUMENTS 


Listed  below  are  the  key  documents  used  in  the  budget  process  and  a  brief  description  of  their 
purpose,  originator  and  approximate  release  date. 

Title 

Budget  Letters  and  Define     current     Administration     guidelines     for 

Management  Memos 
Budget  Change  Proposals 


Governor's  Budget 
Budget  Bill 


Governor's  Budget 

Summary 
Budget  Analysis 

May  Revision  of  General 
Fund  Revenues  and 
Expenditures 

Budget  Act 


Supplemental  Report  of 
the  Committee  of 
Conference  on  the 
Budget  Bill 

Final  Budget  Summary 


Final  Change  Book 


Summary  of  Revised 
Revenues  and  Author- 
ized Expenditures 


Purpose 
Define     current     Administration 
budget  preparation 

Proposes  and  documents  budget  changes  to  main- 
tain the  existing  level  of  service  or  to  increase  the 
level  of  service 

Governor's  proposed  budget  for  the  upcoming  fis- 
cal year 

Requests  spending  authorization  to  carry  out  Gov- 
ernor's expenditure  plan  (Legislative  budget  deci- 
sion document) 
A  summary  of  the  Governor's  Budget 

Analysis  of  the  budget,  including  recommendations 
for  changes  to  the  Governor's  Budget 
Update  of  General   Fund   revenues,  expenditures 
and  surplus  estimates  based  on  the  latest  economic 
forecast 

The  primary  annual  expenditure  authorization  as 
approved  by  the  Governor  and  Legislature,  includ- 
ing a  listing  of  Governor's  vetoes 
Contains  language  on  statements  of  intent  and  re- 
quests for  information  or  studies 


Update  of  the  individual  Budget  Act  items  with 
changes  by  the  Governor's  vetoes,  including  sum- 
mary budget  schedules 

Update  of  the  changes  to  the  detailed  fiscal  informa- 
tion in  Governor's  Budget,  in  accordance  with  the 
Budget  Act 

Update  of  revenue  and  expenditure  estimates,  in- 
cluding financial  legislation 


Prepared/Issued 

Governor/Department  of 
Finance 

Agencies    and    departments 
submit  to  Department  of  Fi- 
nance for  analysis 
Governor/Department  of 
Finance 

Department  of  Finance/ 
Legislature 

Governor/Department  of 

Finance 

Legislative  Analyst 

Department  of  Finance 
Legislature/Governor 
Legislative  Analyst 


Department  of  Finance 


Department  of  Finance 


Department  of  Finance 


When 
April  through  December 


July  through  September 

January  10 
January  10 

Late  January 

February 

Mid-May 

Late  June 

Early  July 

Mid-July 
Late  July 
Early  November 


VII 


Schedule  1 
GENERAL  BUDGET  SUMMARY 


Selected 

Expenditure 

Reference 

Budget 

Bond 

Totals 

to 

General 

Special 

Expenditure 

Fund 

Including 

Schedule 

Fund 

Fund 

Totals 

Expenditures 

Bond  Funds 

1979-80 

Prior  year  resources  available 4  $3,090,214,895  $1,140,667,036 

Revenue  and  transfers, 2  17,984,607,011  2,934,213,229 

Expenditures 3  18,534,147,999  2,760,376,967  $21,294,524,966  $193,013,661  $21,487,538,627 

Unencumbered  Balance  of  Continuing  Appropriations 4  542,762,113"  349,927,362 

BALANCE  AVAILABLE ~  $1,997,911,794  $964,575,936 

Federal  Revenue  Staring  Fundh 302,876,243 

1980-81 

Prior  year  resources  available 4  $2,540,673,907  $1,314,503,298 

Revenue  and  transfers. 2  19,055,405,805  3,151,480,302 

Expenditures: 

Current  Expenditures ., 3  20,730,586,231  3,218,296,001  $23,948,882,232  $272,595,233  $24,221,477,465 

Expenditure  from  Reserves de -  466,370,801  261,569,869  727,940,670  -  727,940,670 

Unencumbered  Balance  of 

Continuing  Appropriations -  28,842,222  126,271,294 

Reserve  for  Economic  Uncertainties -  370,000,000 

BALANCE  AVAILABLE ~  $280,458  $859,846,436 

Federal  Revenue  Snaring  Fundb 179,000,000 

1981-82 

Prior  year  resources  available 4  $399,122,680                 $986,117,730 

Revenue  and  transfers 2  21,019,700,988                3,340,330,211 

Expenditures: 

Proposed  Expenditures 3  20,770,143,029                3,586,226,797              $24,356,369,826             $160,671,524             $24,517,041,350 

Expenditure  from  Reserves d -  28,520,814                   107,485,355                    136,006,169                             -                   136,006,169 

Reserves: 

Unencumbered  Balance  of  Continuing  Appropriations 4  159,825                     39,282,742 

Reserve  for  Economic  Uncertainties -  620,000,000 

BALANCE  AVAILABLE _ —  $593,453,047 

Federal  Revenue  Sharing  Fund    — 

a  The  General  Budget  Summary  includes  the  revenues  and  expenditures  of  all  state  funds  that  reflect  the  cost  of  state  go  vemment  and  selected  bond  fund  expenditures.  The  transactions  in  volving  other 

nongovernmental  cost  funds  are  excluded. 
These  funds  are  in  a  trust  fund  and  reserved  until  appropriated  by  the  Legislature. 
c  Based  on  historical  trends,  General  Fund  expenditures  have  been  reduced  to  include  Estimated  Unidentifiable  Savings  of  SI  80,000,000  in  the  1980-81  fiscal  year  and  $200,000,000  in  the  1981-82 

tiscal  year. 
Expenditures  from  appropriations  made  in  previous  fiscal  years  are  shown  separately  for  the  current  year  and  budget  year  to  provide  a  better  comparison  of  current  authorizations  with  the  proposed 

budget  year  level  of  expenditure. 
e  Includes  $208  million  for  the  School  Facilities  Aid  Program  and  $134.9  million  for  retroactive  pay  adjustments  for  State  employees  found  to  be  constitutional  by  the  California  Supreme  Court  in 

December  1980.  For  the  1979-80  fiscal  year,  the  reserve  for  unencumbered  balances  of  continuing  appropriations  also  includes  General  Fund  capital  outlay  reappropriations  that  became  payable 

from  the  Special  Account  for  Capital  Outlay  in  September  1980  and  a  $20  million  local  assistance  appropriation  for  parks  that  was  not  available  for  expenditure  until  the  1980-Hl  fiscal  year. 


A-l 


Schedule  1-A 

GENERAL  FUND 

BALANCES  AVAILABLE  FOR  APPROPRIATION  JUNE  30,  1981 

Reconciliation  of  the  Changes  from  the  Previous  Budget  Estimates 


1979-80  Fiscal  Year 
(From  past  year  to  current  year) 
Revenues  and  Transfers: 

Revenues $17,464,036,993 


1980-81 

Governor's 

Budget 

(previous 

estimate) 


316,973,311 

3,774,658,676 

232,928,799 

14,698,784,311 


Transfers.. 
Outgo: 

State  Operations  . 

Capital  Outlay 

Local  Assistance 

Totals,  Expenditures $18,706,371,786 

Prior  year  adjustments 

1980-81  Fiscal  Year 
(From  current  year  to  budget  year) 
Revenues  and  Transfers: 

Revenues $19,062,453,891 

Transfers 299,373,713 

Outgo: 

State  Operations  4,127,189,605 

Capital  Outlay 299,148,472 

Local  Assistance 16,322,064,306 

Totals,  Expenditures,  Budget $20,748,402,383 

Reserve  for  unencumbered  balances  of  continuing  appropriations $480,873,921 

EFFECT  OF  REVISED  ESTIMATES  AS  REPORTED  IN  THE  1980-81  GOVERNOR'S  BUDGET  . 

BALANCE  AVAILABLE,  June  30,  1981,  as  estimated  in  the  1980-81  budget 

BALANCE  AVAILABLE,  June  30,  1981,  as  estimated  in  the  1981-82  budget 

Federal  Revenue  Sharing  Fund 


1981-82 

Governor's 

Budget 

(revised 

estimate) 

$17,667,532,079 
317,074,932 

3,609,895,869 

150,610,980 

14,773,641,150 

$18,534,147,999- 
184,737,186 


$18,739,430,095 
315,975,710 

4,310,783,174 

58,513,105 

16,827,660,753 

$21,196,957,032 
$398,842,222 


Changes 

to 
balance 
available 

$203,495,086 
101,621 

164,762,807 

82,317,819 

-74,856,839 

$172,223,787 
184,737,186 


$323,023,796 
16,601,997 

-183,593,569 

240,635,367 

-505,596,447 

-$448,554,649 

$82,031,699 
-$112,387,069 

$112,667,527 
$280,458 

179,000,000 
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TOTAL  STATE  SPENDING  PLAN 

Schedule  1-C  is  included  for  informational  purposes  to  show  in  one  place  the  State's  total  spending  plan.  It  provides  a  means  of  comparing  the  total  State  resources  used  on  a  year-to-year  basis. 
In  addition  to  the  General  Fund,  Special  Funds  and  Selected  Bond  Funds,  Schedule  1-C  shows  expenditures  from  nongovernmental  cost  funds  and  Federal  funds.  The  latter  two  groupings  have  not 
traditionally  been  included  as  part  of  State  summary  expenditures  in  Governors'  budgets. 

A  basic  premise  in  such  a  consolidation  as  this  is  that  the  State  is  the  financial  unit  and  individual  funds  are  subsidiary  units  to  the  State.  This  is  similar  to  financial  units  in  the  private  sector  in 
which  diversified  commercial  corporations  with  several  subsidiaries  report  their  operation  on  a  consolidated  basis — but  is  a  contrast  to  traditional  governmental  accounting,  which  has  held  that  the 
individual  funds  are  the  financial  units  and  should  not  be  consolidated  with  other  funds  or  types  of  funds. 

The  consolidation  in  Schedule  1-C  presents  some  theoretical  and  practical  problems.  From  a  theoretical  standpoint,  it  combines  all  funds  and  gives  the  illusion  that  spending  occurs  in  the  same  manner 
regardless  of  fund.  This  is  not  the  case:  the  General  Fund,  Special  Funds  and  Bond  Funds  are  accounted  for  on  a  modified  accrual  basis;  the  Public  Service  Enterprise  Funds,  Working  Capital  and 
Revolving  Funds,  Retirement  Funds  and  Trust  and  Agency  Funds  are  accounted  for  on  an  accrual  basis;  and  the  Health  Care  Deposit  Fund  and  General  Fund  appropriations  to  Medi-Cal  are  accounted 
for  on  a  cash  basis. 

This  combination  also  may  give  the  illusion  that  total  State  spending  is  authorized  and  controlled  through  the  annual  budget  process.  This  is  not  the  case.  Each  fund  is  created  for  a  specific  purpose 
and  its  spending  is  dictated  based  on  the  provision  of  the  Constitution  or  Statute  under  which  it  was  created.  In  essence,  each  fund  is  a  separate  fiscal  and  legal  entity  that  operates  under  the  specific 
legal  provisions  that  created  it.  Many  expenditures  from  funds  are  authorized  by  the  Constitution  or  other  statutes  besides  the  Budget  Act. 

From  a  practical  standpoint,  Schedule  1-C  is  only  an  approximation.  For  example,  it  includes  some  duplicate  amounts  and  does  not  include  reimbursements.  Some  duplications  are  spending  from 
the  Department  of  General  Services'  Service  Revolving  Fund,  which  are  also  included  in  spending  of  departments,  and  from  Workers'  Compensation,  Unemployment  Insurance  and  Nondisability 
Insurance  Benefits,  which  have  been  previously  collected  from  State  agencies.  Other  duplications  include  amounts  from  bond  proceeds,  which  are  included  both  when  bond  proceeds  are  spent  and  when 
debt  service  is  paid,  and  Federal  Revenue  Sharing,  which  is  included  as  spending  from  the  Federal  Revenue  Sharing  Fund  and  also  from  the  General  Fund  when  the  funds  are  transferred  to  and  expended 
from  it. 

Schedule  1-C  does  not  include  reimbursements  received  from  the  public  or  other  levels  of  government,  as  these  are  deducted  from  State  expenditures. 

Schedule  1-C 

Total  State  Spending  Plan 

Governmental  Cost,  Nongovernmental  Cost  and  Federal  Funds 

(thousands) 

Funds  1979-80  1980-81  1981-82 

Governmental  Cost  Funds: 

General  Fund $18,534,148  $21,196,957  $20,798,664 

Special  Funds 2,760,377                       3,479,866  3,693,712 

Totals,  Governmental  Cost  Funds $21,294,525  $24,676,823  $24,492,376 

Selected  Bond  Funds 193,014  272,595  160,671 

Totals,  Governmental  Cost  and  Selected  Bond  Funds  $21,487,539  $24,949,418  $24,653,047 

Nongovernmental  Cost  Funds: 

Public  Service  Enterprise  Funds 2,210,923  2,484,310  2,664,197 

Working  Capital  and  Revolving  Funds 232,933  222,777  332,891 

Bond  Funds-Other 172,341  194,641  209,438 

Retirement  Funds 1,478,668  1,624,778  1,794,099 

Other  Nongovernmental  Cost  Funds 1,563,152  2,017,885  1,783,804 

Totals,  Nongovernmental  Cost  Funds $5,658,017  $6,544,391  $6,784,429 

Federal  Funds 8,160,187  10,445,216  10,586,271 

TOTALS,  SPENDING,  ALL  FUNDS $35,305,743  $41,939,025  $42,023,747 
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The  following  provides  supplemental  detail  for  the  significant  funds  and  amounts  which  comprise  the  various  categories  of  Nongovernmental  Cost  Funds: 

(in  thousands) 

Funds  1979-80                        1980-81 

PUBLIC  SERVICE  ENTERPRISE  FUNDS: 

Veteran's  Farm  and  Home  Building  Fund  of  1943 $992,571  $1,110,247 

Harbors  and  Watercraft  Revolving  Fund 13,666  18,159 

Central  Valley  Water  Project  Revenue  Fund 33,950  34,1 1 1 

California  Water  Resources  Development  Bond  Fund 154,064  153,501 

Central  Valley  Water  Project  Construction  Fund _ 33,567  68,670 

Unemployment  Compensation  Disability  Fund 584,725  670,440 

Continuing  Education  Revenue  Fund 17,729  16,323 

State  Compensation  Insurance  Fund  ' 358,382  360,279 

Others. 22,269  52,580 

Totals,  Public  Service  Enterprise  Funds $2^10,923  $2,484,310 

WORKING  CAPITAL  AND  REVOLVING  FUNDS: 

Architecture  Revolving  Fund $8,039  $9,117 

Service  Revolving  Fund 154,930  110,575 

Stephen  P.  Teale  Consolidated  Data  Center  Revolving  Fund 17,082  21,169 

Correctional  Industries  Revolving  Fund 21,822  26,984 

Others. 31,059  54,932 

Totals,  Working  Capital  and  Revolving  Funds $232,933  $222,777 

BOND  FUNDS— OTHER: 

Public  School  Building  Loan  Fund $5,172  $6,490 

State  School  Building  Aid  Fund 167,169  188,151 

Totals,  Bond  Funds— Other $172,341  $194,641 

RETIREMENT  FUNDS: 
Benefits  Paid:  ■ 

Judges'  Retirement  Fund $17,638  $22,304 

Legislators'  Retirement  Fund - 2,141  2,474 

Public  Employees'  Retirement  Fund •  789,064  880,515 

Teachers' Retirement  Fund 646,446  691,350 

Totals  Benefits  Paid "        $1,455489  $1,596,643 

Support 23,379  28,135 

Totals,  Retirement  Funds $1,478,668  $1,624,778 

OTHER  NONGOVERNMENTAL  COST  FUNDS: 

County  Funds $48,926 

University  Funds 1,054,831  $1,241,910 

Federal  Revenue  Sharing - 276,200  276,200 

Others. 183,195  499,775 

Totals,  Other  Nongovernmental  Cost  Funds $1,563,152  $2,017,885 


1981-82 

$1,125,156 

22,182 

33,930 

157,042 

200,277 

678,038 

17,509 

378,600 

51,463 

$2,664,197 


$9,367 
200,082 
30,476 
29,034 
63,932 

$332,891 


$6,814 
202,624 

$209,438 


$22,258 

2,722 

966,022 

773,512 

$1,764,514 
29,585 

$1,794,099 


$1,249,492 
180,300 
354,012 

$1,783,804 


'  Includes  the  following  amounts  for  benefits  paid  which  are  not  reflected  in  the  Governor's  Budget 

STATE  COMPENSATION  INSURANCE  FUND: 

Benefits  Paid 

Support _ 

Totals,  State  Compensation  Insurance  Fund. 

2  Includes  benefits  paid  which  are  reflected  only  in  Fund  Condition  Statements  in  the  Governor's  Budget. 


$285,311 
73,071 


$358,382 


$280,779 
79,500 


$360,279 


$295,000 
83,600 

$378,600 
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ADOPTION  OF  GENERALLY  ACCEPTED  ACCOUNTING  PRINCIPLES 

With  the  implementation  of  the  California  Fiscal  Information  System  (CFIS),  the  State  of  California  is  committed  to  the  adoption  of  Generally 
Accepted  Accounting  Principles  (GAAP).  The  National  Council  on  Governmental  Accounting  (NCGA),  the  Financial  Accounting  Standards  Board 
and  the  Council  of  State  Governments  are  all  active  in  defining  GAAP  and  recommend  that  state  governments  adhere  to  the  principles  they  set  forth. 
The  California  Fiscal  Advisory  Board  has  approved  conformance  with  GAAP  as  set  forth  by  the  NCGA  in  California  beginning  in  1981-82  with  the 
following  exceptions: 

1 .  General  Fund  transfers  to  other  funds  will  continue  to  be  shown  as  expenditures  of  the  General  Fund. 

2.  Reimbursements  will  continue  to  include  monies  that  come  from  non-State  sources,  such  as  from  local  government  or  the  private  sector. 

3.  The  Health  Care  Deposit  Fund  will  continue  to  be  accounted  on  a  cash  basis. 

GAAP  represents  uniform  minimum  standards  and  guidelines  for  financial  accounting  and  reporting.  The  goal  of  GAAP  is  to  standardize  the 
accounting  and  financial  reporting  of  governmental  organizations — regardless  of  jurisdictional  legal  provisions  and  customs. 

This  standardization  assures  that  financial  reports  of  all  State  and  local  governments  contain  the  same  types  of  financial  statements  and  disclosures 
for  the  same  categories  and  types  of  funds  and  account  groups,  based  on  the  same  measurement  and  classification  criteria.  It  also  allows  the  users  of 
governmental  fiscal  reports  to  gain  a  better  understanding  of  the  government's  financial  condition  and  facilitates  the  comparison  of  operations  from 
year  to  year  within  each  fund,  as  well  as  with  the  operations  of  other  funds  or  governmental  organizations.  Conformance  to  GAAP  can  be  important 
in  securing  favorable  bond  ratings  for  the  State  bond  issues. 

Another  important  aspect  of  GAAP  as  applied  to  governments  is  recognition  of  the  variety  of  legal  and  contractual  considerations  typical  of  the 
government  environment.  These  considerations  underlie  and  are  reflected  in  the  fund  structure,  basis  of  accounting,  and  other  principles. 

Governmental  accounting  systems  designed  in  conformity  with  these  principles  can  readily  satisfy  most  management  control  and  accountability 
information  needs  with  respect  to  both  GAAP  and  legal  compliance  reporting. 

Along  with  other  changes  in  fiscal  reporting  being  implemented  by  CFIS,  some  of  California's  governmental  cost  funds  and  many  nongovernmental 
cost  funds  will  be  reclassified  to  conform  with  GAAP.  Schedule  1-D,  based  on  a  preliminary  assessment  of  GAAP  classifications  and  using  1981-82 
budget  totals,  shows  how  California's  current  fund  classifications  will  translate  into  GAAP  classifications. 
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CHART  1 


REVENUE  DOLLARS 

(amounts  in  millions) 
1981-82  FISCAL  YEAR 


INHERITANCE  AND  GIFT  TAXES 
2.2%  ($531.5) 

OTHER 
7.2%  ($1,734.4) 


TOTAL 
REVENUES 


($24,167.4) 


SALES  TAX 
33.7%  ($8,140.0) 


MOTOR  VEHICLE 

LICENSE  FEES 

3.4%  ($813.0) 


PERSONAL  INCOME  TAX 
30.8%  ($7,435.0) 


HORSERACING  FEES 
0.6%  ($137.9) 


HIGHWAY  USERS  TAXES 
5.3%  ($1,295.1) 


INSURANCE  TAX 
2.3%  ($565.0) 


LIQUOR  TAXES 

AND  FEES 

0.6%  ($149.5) 


BANK  AND 

CORPORATION  TAX 

12.7%  ($3,077.0) 


CIGARETTE  TAX 
1.2%  ($289.0) 


INHERITANCE  AND  GIFT  TAXES 
2.6%  ($531.5) 

OTHER 
3.5%  ($728.3) 


GENERAL  FUND 
REVENUES 


($20,762.9) 


SALES  TAX 
38.5%  ($8,000.7) 


PERSONAL  INCOME  TAX 
35.8%  ($7,435.0) 


HORSERACING  FEES 
0.6%  ($114.1) 

CIGARETTE  TAX 
1.0%  ($203.6) 

LIQUOR  TAXES 

AND  FEES 

0.7%  ($149.5) 


BANK  AND 

CORPORATION  TAXES 

14.6%  ($3,035.2) 


INSURANCE  TAX 
2.7%  ($565.0) 
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CHART  2 

BUDGET  EXPENDITURE  DOLLARS 

(amounts  in  millions) 
1981-32  FISCAL  YEAR 


STATE  AND 

CONSUMER  SERVICES 

1.2%  ($297.9) 

BUSINESS. 

TRANSPORTATION  AND  HOUSING 

5.9%  ($1,439.3) 


PROPERTY 

TAX  RELIEF 

4.7%  ($1,144.2) 


RESOURCES 

2.3%  ($573.9) 


OTHER 
5.7%  ($1,389.3) 

SHARED  REVENUE 
5.3%  ($1,309.3) 

TOTAL 
EXPENDITURES 

(Excluding  Selected  Bond  Funds) 
($24,492.4) 


EDUCATION— K  through  12 
29.9%  ($7,330.4) 


YOUTH  AND  ADULT 

CORRECTIONAL  AGENCY 

2.9%  ($715.1) 


HIGHER  EDUCATION 
13.0%  ($3,171.2) 


HEALTH  AND  WELFARE 
29.1%  ($7,121.8) 


STATE  AND 

CONSUMER  SERVICES 

0.8%  ($158.0) 


BUSINESS, 

TRANSPORTATION  AND  HOUSING 

0.3%  ($59.3) 


PROPERTY  TAX  RELIEF 
5.5%  ($1,144.2) 


OTHER 
5.9%  ($1,229.1 


HIGHER  EDUCATION 
14.8%  ($3,076.9) 


GENERAL  FUND 
EXPENDITURES 

($20,798.7) 


HEALTH  AND  WELFARE 

33.7%  ($7,022.3) 


RESOURCES 

1.5%  ($309.1) 


EDUCATION— K  through  12 
34.2%  ($7,107.0) 


YOUTH  AND  ADULT 

CORRECTIONAL  AGENCY 

3.3%  ($692.8) 


A-9 


TABLE  1 


PERSONNEL  YEARS  AND  SALARY  COST  ESTIMATES 

(Excludes  Staff  Benefits) 


FUNCTION 

Legislative/Judicial/Executive: 

Legislative 

Judicial 

Executive 

State  and  Consumer  Services 

Business,  Transportation  and  Housing  

Resources  

Health  and  Welfare 

Education: 

Education  

Higher  Education 

Youth  and  Adult  Correctional 

General  Government: 

General  Administration 

Unallocated  salary  increase 

Totals , 

Less  Special  Adjustment 

NET  TOTALS 

POSITION  CLASSIFICATION 

Constitutional  officers 

Statutory  

Civil  service 

Superior  court  judges — part  salary 

Exempt — Other 

Exempt — Higher  Education: 

University  of  California 

Auxiliary  facilities — University  of  California 

Hastings  College  of  Law 

State  University  and  Colleges 

Auxiliary  State  University  and  College  Facili- 
ties   

Unallocated  salary  increase 

Totals 

Less  Special  adjustment 

NET  TOTALS 


1979-80  Fiscal  Year 

1980-81  Fiscal  Year 

1981-82  Fiscal  Year 

Personnel 

Net  salaries 

Personnel 

Net  salaries 

Personnel 

Net  salaries 

years 

and  wages 

years 

and  wages 

years 

and  wages 

337.4 
1,051 
7,325.3 
10,671.3 
31,293.4 
13,779.5 
42,325.2 

$8,019,396 
39,980,818 
142,870,094 
180,821,451 
613,012,940 
267,571,080 
731,283,216 

342.8 
1,102.4 
8,062.5 
11,692.7 
31,612.6 
14,325.4 
43,787.9 

$9,036,586 
49,584,295 
170,471,145 
215,726,203 
678,225,785 
306,284,986 
835,845,744 

352.8 
1,231.1 
8,171.7 
12,055.7 
31,637.4 
14,681.1 
42,834.4 

$9,281,412 
50,573,688 
175,164,904 
225,181,784 
685,204,358 
317,904,194 
838,670,431 

2,665 
89,840.5 
12,548.6 

52,662,814 

1,713,390,800 

273,828,565 

2,997.6 
89,989.5 
13,503.1 

63,488,927 

1,936,768,561 

311,383,567 

3,004.3 
90,334.6 
13,907.8 

64,711,659 

2,003,409,322 

323,591,754 

8,355.3 

163,457,232 

9,056.8 

186,445,192 
238,926,003 

$5,002,186,994 

9,161.4 

195,436,737 

220,192.5 

$4,186,898,406 

226,473.3 

227,372.3 
-629 

226,743.3 

$4,889,130,243 
-5,765,052 

220,192 

$4,186,898,406 

226,473.3 

$5,002,186,994 

$4,883,365,191 

127 

205.5 

128,202 

607 

1,629.7 

$3,529,844 
10,177,266 
2,399,876,751 
26,101,900 
41,834,729 

127 

218 

134,217.9 

628 

1,789.6 

$3,833,575 
12,042,357 
2,736,566,990 
32,788,324 
51,143,689 

127 

224 

134,649.3 

628 

1,909.7 

$3,833,575 
12,290,929 
2,794,038,739 
31,734,808 
54,088,494 

54,119.9 

2,212.2 

178.4 

31,194.3 

1,025,758,570 

28,525,416 

4,152,487 

626,303,693 

54,502.1 

1,772.5 

215.1 

31,406.2 

1,164,044,796 

24,637,543 

5,237,437 

711,795,150 

54,927.2 

1,772.5 

222.1 

31,284.6 

1,216,270,264 

24,637,543 

5,412,716 

724,975,710 

1,716.5 

20,637,750 

1,596.9 

21,171,130 
238,926,003 

$5,002,186,994 

1,627.9 

21,847,465 

220,192.5 

$4,186,898,406 

226,473.3 

227,372.3 
-629 

226,743.3 

$4,889,130,243 
-5,765,052 

220,192.5 

$4,186,898,406 

226,473.3 

$5,002,186,994 

$4,883,365,191 

1  Estimated  salaries  and  wages  portion  of  special  adjustments  for  departments  with  program  budget  displays. 
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TABLE  1A 

POSITIONS  AND  SALARY  COST  ESTIMATES 

(Excludes  Staff  Benefits) 

1979-80  Fiscal  Year  1980-81  Fiscal  Year 

Actual          Total  Salaries  Estimated  Total  Salaries 

Function                                     Positions1          and  Wages  Positions  and  Wages 
Legislative/Judicial/Executive: 

Legislative 337.4              $8,019,396  344.5  $9,085,253 

Judicial 1,051                 39,980,818  1,103.9  49,624,295 

Executive 7,325.3             142,870,094  8,338.8  176,736,371 

State  and  Consumer  Services 10,671.3             180,821,451  11,985.4  221,261,502 

Business,  Transportation  and  Housing  31,293.4            613,012,940  32,630.3  696,870,107 

Resources  13,779.5            267,571,080  14,815.2  313,974,996 

Health  and  Welfare 42,325.2            731,283,216  46,027.9  879,158,127 

Education: 

Education  2,665                 52,662,814  3,069.7  65,282,117 

Higher  Education 89,840.5          1,713,390,800  91,047.6  1,959,985,553 

Youth  and  Adult  Correctional 12,548.6            273,828,565  13,837.7  319,543,565 

General  Government: 

General  Administration 8,355.3             163,457,232  9,345.7  192,781,411 

Unallocated  Salary  Increase -      -  -  238,926,003 

Totals 220,192.5        $4,186,898,406  232,546.7  $5,123,229,300 

Less  Statewide  Salary  Savings -                                -  -6,073.4  -121,042,306 

Less  Special  adjustments2 -                                -  -_      - 

NET  TOTALS 220,192.5        $4,186,898,406  226,473.3  $5,002,186,994 

As  shown  in  departmental  budgets  as  "Totals,  Salaries  and  Wages." 

Estimated  salaries  and  wages  portion  of  special  adjustments  for  departments  with  program  budget  displays. 


1981-82  Fiscal  Year 


Proposed 
Positions ' 

Total  Salaries 
and  Wages 

354.5 
1,232.6 
8,478 

$9,338,757 

50,613,688 

182,462,039 

12,346.9 

230,985,951 

32,644.6 

705,195,437 

15,174.4 

325,972,277 

45,077.2 

883,377,301 

3,074.7 
92,056.8 

66,365,357 
2,042,438,979 

14,327.2 

334,071,829 

9,458.4 

202,962,697 

234,230.3 
-6,858 
-629 

$5,033,784,312 

-144,654,069 

-5,765,052 

226,743.3       $4,883,365,191 
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TABLE  2 
SUMMARY  OF  STATE  POPULATION,  EMPLOYEES,  AND  EXPENDITURES 


Year 

1950-51 10,887 

1951-52 1 1,384 

1952-53 1 1,870 

1953-54 12,309 

1954-55 12,761 

1955-56 13,293 

1956-57 13,879 

1957-58 14,459 

1958-59 15,015 

1959-60 15,576 

1960-61 16,1 12 

1961-62 16,633 

1962-63 17,214 

1963-64 17,771 

1964-65 18,258 

1965-66 18,672 

1966-67 19,044 

1967-68 19,374 

1968-69 19,667 

1969-70 19,910 

1970-71 20,174 

1971-72 20,457 

1972-73 20,719 

1973-74 20,993 

1974-75 21,329 

1975-76 21,706 

1976-77 22,107 

1977-78 22,551 

1978-79 23,004 

1978-79 4 

1979-80 23,478 

1979-80* 

1980-81 23,953 

1980-81  * 

1981-82 24,423 

1981-82 ' 


Population 

Per 
Employee 

Personal 
Income 
(millions) 

Expenditures 

Expenditures  per 
Capita 

Expenditm 
100 
of  Personal 
General 
Fund1 

•esper 

inp/oyees 

General 

Fund1 

(thousands) 

Total' 
(thousands) 

General 
Fund' 

Total' 

Income 
Tool' 

61,000 
63,860 
65,720 
69,928 

178.5 
178.3 
180.6 
176.0 

$19,774 
22,756 
25,214 
27,002 

$587,081 
635,467 
713,764 
808,692 

$1,006,339 
1,068,072 
1,176,719 
1,381,400 

$53.92 
55.82 
60.13 
65.70 

$92.43 
93.82 
99.13 

112.27 

$2.97 
2.79 
2.83 
2.99 

$5.09 
4.69 
4.67 
5.12 

74,099 
77,676 
88,299 
98,015 
101,982 

172.2 
171.1 
157.2 
147.5 
147.2 

27,682 
30,378 
33,177 
35,497 
37,324 

852,017 

922,566 

1,029,812 

1,146,531 

1,245,929 

1,422,452 
1,532,811 
1,732,467 
1,938,845 
2,066,187 

66.77 
69.40 
74.20 
79.25 
82.98 

111.47 
115.31 
124.83 
134.09 
137.61 

3.08 
3.04 
3.10 
3.23 
3.34 

5.14 
5.05 
5.22 
5.46 
5.54 

108,423 
115,737 
122,339 
128,981 
134,721 

143.7 
139.2 
136.0 
133.5 
131.9 

40,844 
43,020 
45,379 
48,802 
52,111 

1,434,806 
1,678,081 
1,697,434 
1,881,134 
2,064,120 

2,140,376 
2,525,394 
2,487,813 
2,800,381 
3,174,407 

92.12 
104.15 
102.05 
109.28 
116.15 

137.41 
156.74 
149.57 
162.68 
178.63 

3.51 
3.90 
3.74 
3.85 
3.96 

5.24 
5.87 
5.48 
5.74 
6.09 

143,896 
151,199 
158,404 
162,677 
171,655 

126.9 
123.5 
120.2 
119.1 
114.6 

56,171 
59,855 
64,913 
69,540 
76,114 

2,344,842 
2,579,618 
3,017,197 
3,272,809 
3,908,783 

3,651,945 
4,058,635 
4,658,899 
5,014,170 
5,672,852 

128.43 
138.15 
158.43 
168.93 
198.75 

200.02 
217.36 
244.64 
258.81 
288.45 

4.17 
4.31 
4.65 
4.71 
5.14 

6.50 
6.78 
7.18 
7.21 
7.45 

179,583 
181,581 
181,912 
188,460 
192,918 

110.9 
111.1 
112.5 
109.9 
108.8 

82,828 

88,553 

94,206 

102,539 

112,641 

4,456,082 
4,853,860 
5,027,275 
5,615,684 
7,299,436 

6,301,722 
6,556,325 
6,683,742 
7,421,705 
9,311,265 

223.81 
240.60 
245.75 
271.04 
347.71 

316.51 
324.99 
326.72 
358.21 
443.54 

5.38 
5.48 
5.34 
5.48 
6.48 

7.61 
7.40 
7.09 
7.24 
8.27 

203,548 
206,361 
213,795 
221,251 

104.8 
105.2 
103.4 
101.9 

125,579 
139,481 
155,586 
174,543 

8,345,642 
9,518,436 
10,467,097 
11,685,643 

10,276,490 
11,452,454 
12,631,717 
14,003,309 

391.28 
438.52 
473.47 
518.19 

481.81 
527.62 
571.39 
620.96 

6.65 
6.82 
6.73 
6.69 

8.18 
8.21 
8.12 
8.02 

218,530 

105.3 

198,595 

16,250,774 
11,850,774 

18,744,967 
14,374,967 

706.43 
515.16 

814.86 
624.89 

8.18 
5.97 

9.44 
7.24 

220,193 

106.7 

'228,017 

18,534,148 
13,667,148 

21,487,539 
16,620,539 

789.43 
582.13 

915,22 
707.92 

8.13 
5.99 

9.42 
7.29 

226,973 

105.8 

256,574 

21,196,957 
15,729,957 

24,949,418 
19,482,418 

884.94 
656.70 

1,041.60 
813.36 

8.26 
6.13 

9.72 
7.59 

226,743 

107.7 

287,205 

20,798,664 
15,186,664 

24,653,048 
19,041,048 

851.60 
621.82 

1,009.41 
779.64 

7.24 
5.29 

8.52 
6.63 

1  Population  as  of  January  1,  the  midpoint  of  the  fiscal  year. 

2  Excludes  Special  Accounts  in  General  Fund  beginning  1976-77. 

3  Expenditures  include  payments  from  General  Fund,  Special  Funds  and  Selected  Bond  Funds  (beginning  in  1957-58). 

4  Excludes  Local  Government  Fiscal  Relief. 
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Legislative.  Judicial, 
and  Executive 


Stale  and 
Consumer  Services 


Business. 
Transportation 
and  Housing 


Resources 


Health  and  Welfare 


Youth  and  Adult 
Correctional 


Education 


The  Governor's  Budget  has  traditionally  included  a  narrative  presentation  in  the  "A 
Pages"  to  highlight  the  significant  issues  and  changes  included  in  the  detailed  departmen- 
tal presentations.  Special  write-ups  are  included  in  this  year's  "A  Pages"  and  are  present- 
ed on  golden  colored  pages. 

OVERVIEW 

HISTORICAL  PERSPECTIVE 

REDUCTIONS  IN  LOCAL  GOVERNMENT  FISCAL  RELIEF 

STATE  BUDGET  CUTS 

COST-OF-LIVING  ADJUSTMENTS 

UNSECURED  ROLL 

PROGRAM  PRESENTATIONS 
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Toxic  Materials  and  Hazardous  Wastes 

Pesticides 

Earthquake 

CRIME  PREVENTION  AND  LAW  ENFORCEMENT 

ECONOMY 

Investment  in  Economic  Strength 

Mass  Transportation 

Housing 

ADDITIONAL  PROGRAM  PRESENTATIONS 
Tax  Reductions 
State  Bonds 
Proposition  4 
Medi-Cal  Cost  Savings 
Services  to  the  Elderly 
Tidelands  Revenues 

TRADITIONAL  PRESENTATIONS 

Legislative/Judicial/Executive 

State  and  Consumer  Services 

Business,  Transportation  and  Housing 

Resources 

Health  and  Welfare 

Youth  and  Adult  Correctional 

Education 

General  Government 

State-Mandated  Local  Programs 

State  Construction  Program 

Tax  Expenditures 

Revenue  Estimates 
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General 
Government 


Overview 
Historical  Perspective 


The  1981-82  Budget  proposes  a  General 
Fund  expenditure  increase  of  less  than  1  %  over 
1980-81.  In  1981-82  there  is  no  surplus  and  we 
are  not  spending  more  than  our  revenues. 

The  growth  in  California  government  starting 
in  the  mid  1960's  and  continuing  through  the 
mid  1970's  was  possible  because  of  increased 
taxes.  During  that  time,  the  Personal  Income 
Tax  rates  were  increased,  and  income  brackets 
were  narrowed.  Simultaneously  the  Bank  and 
Corporations  Tax  nearly  doubled  and  the  Sales 
Tax  was  increased  by  over  26% 

The  period  from  1975  through  1978  saw  a 
continued  expansion  in  California's  tax  receipts 
but  this  occurred  without  any  significant  change 
in  the  tax  structure.  Inflation  and  a  very  strong 
state  economy  were  the  reasons  for  continued 
growth.  Actions  taken  in  1978  and  subsequent 
years  have  substantially  altered  California's 
revenue  base  and  in  fact  launched  us  into  a  new 
era  of  State  tax. 

In  1978,  the  people  of  California  passed 
Proposition  13  reducing  property  tax  by  more 
than  50%.  In  the  same  year,  the  Administration 
sponsored  and  the  Legislature  passed  a  one-time 
income  tax  reduction  and  an  on-going  income 
tax  indexing  program. 

Since  1978,  there  have  been  a  number  of  addi- 
tional tax  reductions  including  increased  credits 
for  renters,  special  credits  for  conservation  and 
finally  a  substantial  reduction  in  the  inheritance 
tax  beginning  in  January  1981. 

The  historic  trend  of  continuing  expansion  in 
taxes  has  come  to  an  abrupt  halt. 

California  has  gone  from  being  in  the  top  five 
tax  states,  to  being  in  to  the  middle  range.  This 


change  sets  the  stage  for  the  fiscal  problems  we 
are  currently  facing. 

We  have  been  able  to  maintain  program  levels 
since  1978-79  only  through  the  use  of  a  signifi- 
cant state  surplus  which  had  been  accumulated 
prior  to  Proposition  13.  The  1980-81  budget  was 
the  last  year  we  had  the  luxury  of  utilizing  the 
surplus  to  maintain  current  programs. 

The  following  chart  illustrates  the  relation- 
ship between  annual  spending  and  annual  in- 
come from  1977-78  through  a  preliminary  look 
at  1982-83. 

COMPARISON  OF  CURRENT  INCOME  TO  CURRENT  SPENDING 
GENERAL  FUND 
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To  provide  some  additional  perspective  on 
how  difficult  these  problems  are,  compare  the 
1981-82  bar  in  the  chart  below  with  the  other 
bars  depicting  budget  growth  in  earlier  years.  It 
is  clear  that  we  will  not  be  able  to  grow  in  a 
manner  to  which  we  have  been  accustomed, 
even  though  inflation  continues  in  double  digits. 
The  adjustments  called  for  in  this  budget  will  be 
difficult  and  in  many  cases  controversial.  To 
meet  the  needs  of  the  people  of  California  while 
operating  within  the  available  resources  will  re- 
quire extraordinary  action.  The  major  proposed 
reductions  are  as  follows: 

•  A  $420  million  reduction  in  Local  Govern- 
ment Fiscal  Relief  so  that  the  budget  reduc- 
tions will  be  shared  by  State  and  Local 
Government. 

•  Specific  reductions  totaling  $146  million  in 
a  number  of  state  programs  previously  au- 
thorized from  the  General  Fund. 

These  unusual  adjustments  are  necessary  to  pro- 
vide sufficient  funds  for  even  minimal  cost-of- 
living  increases.  If  these  cuts  are  not  taken,  there 
will  be  insufficient  revenues  to  balance  anticipat- 
ed expenditures  and  the  amount  proposed  for 
cost-of-living  adjustments  will  have  to  be  re- 
duced correspondingly. 

In  addition,  we  propose  to  use  the  $500  mil- 
lion one-time  revenue  gain  which  will  occur  as 
a  result  of  the  Supreme  Court  ruling  on  the  1978 
-79  personal  property  tax  (unsecured  roll)  for 
one-time  purposes,  not  for  ongoing  programs. 

One-time  resources  could  be  used  to  defer  or 
delay  the  problem  we  face  in  1981-82.  The  dif- 
ficulty with  using  one-time  resources  is  that  this 
would  exacerbate  the  problems  we  face  in  the 
future. 


GENERAL  FUND 
PERCENTAGE  CHANGE  OF  EXPENDITURES  BY  FISCAL  YEAR 


FISCAL  YEAR 

°  Includes  1  5°o  increose  for  the  basic  budget  and  37.6%  for  Local  Government  Fiscal  Relief 

It  is  possible  that  the  Legislature  will  consider 
different  reductions.  The  Administration  will 
work  with  the  Legislature  to  improve  upon  ad- 
justment proposals  contained  in  the  budget, 
bearing  in  mind  that  ( 1 )  the  budget  must  remain 
balanced  and  (2)  any  proposals  which  are  mere- 
ly deferrals  would  only  add  to  the  state  problem 
in  future  years  and  will  be  opposed  by  the  Ad- 
ministration. 

The  following  includes  a  summary  of  the 
budget  changes  necessary  to  provide  sufficient 
funds  for  the  proposed  cost-of-living  increases. 
To  the  extent  that  legislation  is  needed  to  accom- 
plish these  changes,  the  Administration  is 
proposing  an  omnibus  bill  to  accompany  the 
budget. 
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Reductions  in  Local  Government 

Fiscal  Relief 


In  June  1978,  California  voters  approved 
Proposition  13,  which  reduced  local  property 
taxes  by  more  than  fifty  percent.  The  state,  hav- 
ing accumulated  a  large  surplus  over  the  previ- 
ous few  years,  was  in  the  fortunate  position  of 
being  able  to  step  in  and  provide  local  govern- 
ment with  the  replacement  of  most  of  those  lost 
funds.  In  1978-79  the  Legislature  enacted  a  one- 
year  local  government  fiscal  relief  package 
which  provided  about  $4.4  billion  to  cities,  coun- 
ties, special  districts  and  schools. 

In  1979,  AB  8,  a  long-term  local  financing 
measure  was  adopted  which  provided  funding 
for  city,  county  and  special  district  services  by 
using  property  taxes  that  had  previously  sup- 
ported schools.  The  State  has  increased  its  finan- 
cial assistance  to  school  districts  to  replace  the 
loss  in  property  tax.  The  total  State  cost  of  local 
fiscal  relief  is  estimated  to  total  $4.9  billion  in 
1979-80  and  $5.5  billion  in  1980-81. 

It  was  recognized  in  1979  that  the  state  might 
not  have  sufficient  resources  to  maintain  the  lev- 
el of  relief  beyond  the  first  year.  In  recognition 
of  that  concern,  the  Legislature  added  a  provi- 
sion which  would  provide  an  automatic  deflator 
to  reduce  the  amount  of  relief  if  revenues  did  not 
grow  at  a  given  rate. 

The  following  is  an  estimate  of  the  effect  of  the 
deflator  on  local  government  in  1981-82  under 
current  law. 

AB  8  Deflator 

Estimated  Impact 

1981-82 

(Dollars  in  Millions) 

Base  Year  Amount $20,600 

Estimated  Percent  Increase  in 

CPI  (1980-81  over  1979-80) 12.8% 

Population 2.0% 

14.8% 

Adjusted  Base  Amount  ($20,600  X  1.148)  $23,650 

Estimated:  General  Fund  Revenues $21,020 

Less  AB  66  Revenues 180 

Plus  General  Fund  Surplus - 

Total $20,840 

Amount  of.  Reduction  in  School  and  Local  Govern- 
ment Subventions $2,810 

Amount  of  Reduction  Allocable  to 

Schools $1,405 

Local  Governments  $1,405 


The  potential  amount  of  reduction,  if  allowed 
to  occur,  would  mean  fiscal  havoc  at  the  local 
level. 

In  lieu  of  allowing  the  deflator  to  be  activated, 
we  propose  the  following  alternative. 

It  is  proposed  that  $420  million  in  property 
taxes  be  shifted  from  cities,  counties  and  special 
districts  back  to  schools.  This  will  require  local 
government  to  reduce  expenditures  about  3  per- 
cent. 

Since  counties  administer  many  of  the  state 
health  and  welfare  programs  and  these  areas 
have  been  subject  to  reduction  during  the  state 
budget  development  process,  the  county  expend- 
itures have  been  adjusted  to  exclude  public  as- 
sistance and  health  expenditures.  They  have 
little  control  over  these  programs  and  it  would 
not  be  appropriate  to  subject  these  programs  to 
additional  cuts.  The  amount  shifted  back  to 
schools  from  cities  and  counties  is  equal  to  3 
percent  of  their  estimated  1981-82  expenditures 
after  adjusting  county  expenditures. 

Local  expenditures  can  be  reduced  by  3  per- 
cent and  still  allow  an  increase  of  about  7  per- 
cent in  the  1981-82  expenditures  over  1980—81. 
This  rate  of  growth  is  substantially  greater  than 
the  growth  in  the  expenditures  contained  in  this 
Budget. 

The  following  shows  the  property  taxes  that 
were  shifted  by  AB  8  from  schools  to  cities, 
counties  and  special  districts.  It  also  includes  the 
amount  that  has  been  proposed  for  returning  to 
schools. 


A-17 


Property  Tax  Shift 
In  Millions 

1981-82  Net 

Current  Proposed  After 

Local  Government        1979-80   1980-81      Law        Shift  Shift 

Counties $340         $401        $454      -$150  $304 

Cities  236           278          315        -240  75 

Special  Districts  ..            206           243          275          —30  245 

Total $782         $921     $1,044      -$420  $624 

Schools -$782      -$921 -$1,044      +$420  -$624 

The  amount  shifted  back  to  schools  from  each 
unit  of  local  government  would  be  in  proportion 
to  the  amount  shifted  from  schools  in  AB  8. 


The  following  two  tables  provide  a  summary 
of  local  fiscal  relief  and  estimates  of  unrestricted 
local  revenues.  They  show  the  impact  Proposi- 
tion 1 3  had  on  these  revenues  and  provide  data 
on  the  growth  in  these  funds  since  1978-79.  This 
data  is  based  on  the  latest  available  local  infor- 
mation supplemented  with  estimates  that  are 
consistent  with  the  economic  assumptions  used 
in  the  development  of  the  State  Budget. 


SUMMARY  OF  LOCAL  REVENUES  BEFORE  AND  AFTER  PROPOSITION  13 

INCLUDING  THE  PROVISIONS  OF  AB  8 

(Dollar  amounts  in  millions  and  expenditures  per  ADA  in  dollars) 

Education  1977-78  1978-79  1979-80  1980-81  1981-82 
K-12  and  County  Offices: 

Property  Tax1 $4,375  $2,107  $1,755  $2,030  $2,888 

Other  Revenues 12  76  21  21  21 

State  Assumption  of  Program  Costs  -  2,193  3,187  3,522  3,418 

State  Apportionments 2,323  2,618  2,726  2,305  1,870 

Categorical  Aid 707  756  1,065             1,972  2,047 

Total $7,417  $7,750  $8,754  $9,850  $10,244 

ADA 4,652,486  4,271,181  4,206,150  4,229,300  4,231,400 

Expenditures  per  ADA $1,594  $1,814  $2,081  $2,329  $2,421 

Community  Colleges: 

Property  Tax1 $743  $325  $271  $314  $451 

Other  Revenues -  16  -  -  - 

State  Assumption  of  Program  Costs  -  260  408  460  500 

State  Apportionments 473  539  568             629              469 

Total $1,216  $1,140  $1,247  $1,403  $1,420 

ADA 718,303  634,895  664,765  710,700  728,700 

Expenditures  per  ADA $1,693  $1,796  $1,876  $1,974  $1,949 

Local  Agencies 
Counties: 

Property  Tax1 :. $3,154  $1,349  $1,858  $2,209  $2,351 

Other  Revenue2 1,358  1,590  1,918  2,046  2,230 

State  Assumption  of  Program  Costs  -  1,071  1,309  1,518  1,694 

Block  Grant -  424  -            -              

Total $4,512  $4,434  $5,085  $5,773  $6,275 

Cities: 

Property  Tax1 $1,073  $448  $725  $879  $755 

Other  Revenues 2 2,720  3,196  3,673  4,005  4,464 

Block  Grant -  221  -            -             - 

Total $3,793  $3,865  $4,398  $4,884  $5,219 

Special  Districts: 

Property  Tax1 $905  $362  $618  $728  $794 

Block  Grants -  190  -            -              - 

Total $905  $552  $618  $728  $794 

1  Property  tax  revenue  includes  reimbursement  for  the  Homeowner's  and  Business  Inventory  Exemptions;  and  excludes  voter  approved  debt  service 

levies  and  collections  for  redevelopment  agencies.  The  1981-82  collections  have  been  adjusted  to  reflect  the  unsecured  property  taxes  and  other 
property  taxes  shifted  to  schools. 

2  Includes  only  unrestricted  revenues. 
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LOCAL  FISCAL  RELIEF 

GENERAL  FUND  COST  SUMMARY 

(Dollars  in  Millions) 


Health  and  Welfare  1978-79 

AFDC— Family  Payments $244 

BHI  Payments 79 

Administration 85 

SSI/SSP 1 82 

Food  Stamp  Administration 22 

Medi-Cal  459 

County  Health  Services - 

Waiver  of  State  Hospital  Match - 

Other  = 

Total $1,071 

Local  Government  Property  Taxes  Shifted  from 

Schools  to  other  local  government - 

One  Time  Adjustments 
Block  Grants: 

Counties $436 

Cities  250 

Special  Districts  190 

Total $876 

Reduction  in  BIE  Reimbursements: 

Counties 

Cities  - 

Total 

Schools 

Fiscal  Relief,  Education $2,453 

Property  Tax  shifted  to  other  local  governments 

Total $2,453 

Total,  Local  Fiscal  Relief $4,400 


1980-81 

198 

1-82 

1979-80 

Current  Law 

Proposed 

$208 

$233 

$287 

$270* 

84 

89 

110 

104* 

207 

244 

276* 

27 

522 

615 

696 

696 

265 
6 

17 

319 

358 

329 

18 

19 

19 

$1,309 

$1,518 

$1,746 

$1,694 

$782 

$921 

$1,044 

$624 b 

- 

- 

- 

- 

-$17 
-21 

- 

- 

- 

-$39 

- 

- 

- 

$3,595 
-782 

$3,982 
-921 

$4,438 
-1,044 

$3,918  b 
-624  b 

$2,813 

$3,061 

$3,394 

$3,294 

$4,865 

$5,500 

$6,184 

$5,612  b 

*  Includes  the  proposed  4.75%  Cost-of-Living  adjustment. 
b  Reflects  the  proposed  $420  million  shift  to  schools. 
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State  Budget  Cuts 


BUDGET  REDUCTIONS 

Budget  reductions  of  630  personnel  years  and 
$146  million  (General  Fund)  have  been  shown 
as  gross  adjustments  to  departmental  budgets. 
The  impacts  of  these  reductions  are  summarized 
below. 

SUMMARY  OF  1981-82  BUDGET 
REDUCTIONS 

Function         ■                           Personnel  years  Amount 

Legislative,  Executive,  Judicial  ..  —103.9  -$1,810,247 

State  and  Consumer  Services  ....            —43.2  —1,466,000 
Business,     Transportation     and 

Housing -11  -356,000 

Resources -62.4  -2,657,400 

Health  and  Welfare  -177.2  -87,787,187 

Education -183.2  -62,453,311 

General  Government  -48.1  -5,271,119 

Totals -629  -$161,801,264 

General  Fund -630.5  -145,933,701 

Federal  Funds +1.5  -16,838,563 

Other  Funds -  +971,000 


LEGISLATIVE,  JUDICIAL  AND  EXECUTIVE 

Board  of  Equalization 

In  response  to  the  Special  Adjustment  reduc- 
tion, the  Board  is  proposing  a  reduction  of  29.9 
personnel  years  from  the  Sales  Tax,  Alcoholic 
Beverage,  Local  Property  Tax  Monitoring, 
County  Assessment  Standards  and  State  As- 
sessed Property  program  areas. 

1981-82  Reduction 

Base  Amount 

Dollars $65,286,591  -$653,000 

Personnel  Years  2,555.7  -29.9 

Personal  Services (  —  628,495) 

OE&E (-24,505) 

Department  of  Justice 

The  1981-82  budget  proposes  to  discontinue 
the  Department  of  Justice's  program  of  process- 
ing and  retaining  records  of  misdemeanor 
drunken  driving  and  reckless  driving  arrests. 
This  program  costs  over  $  1  million  annually  and 
involves  thousands  of  records,  but  contributes 
very  little  to  the  control  of  drunk  and  reckless 


driving.  Furthermore,  it  represents  a  substantial 
duplication  of  the  conviction  records  already 
available  through  the  Department  of  Motor 
Vehicles. 

The  elimination  of  the  availability  of  arrest 
records  would  have  very  little  effect  on  the  con- 
trol of  drunk  driving  because  increased  penalties 
for  repeat  offenders  can  only  be  based  on  convic- 
tions and  not  arrests. 


1981-82 
Base 

Dollars $1,125,000 

Personnel  Years  73 

Personal  Services 

OE&E 


State  Treasurer 


Reduction 
Amount 
-$1,125,000 

-73 

(-$1,025,000) 
(-100,000) 


The  State  Treasurer  is  eliminating  one  posi- 
tion in  the  Investment  Services  program  for  a 
reduction  of  $32,247.  This  position  represents  a 
lower  priority  activity  and  the  reduction  can  be 
accomplished  without  impairing  the  effective- 
ness of  the  office. 

1981-82  Reduction 

Base  Amount 

Dollars $3,224,739  -$32,247 

Personnel  Years  128.6  —1 

Personal  Services (  —  32,247) 


STATE  AND  CONSUMER  SERVICES 

State  Personnel  Board 

The  State  Personnel  Board  has  reduced  its 
operating  expense  budget  by  $75,000  on  a  basis 
of  a  review  of  low  priority  programs.  This  reduc- 
tion will  be  made  by  increasing  efficiencies  and 
economies  and  will  not  impact  services  to  vari- 
ous state  and  local  governmental  entities. 


OE&E  (Operating  Expenses  and  Equipment) 


1981-82 

Reduction 

Base 

Amount 

Dollars 

$23,095,681 

-$75,000 

Personnel  Years  

622.6 

_ 

Personal  Services 

OE&E 

(-75,000 
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Department  of  General  Services 

To  reduce  lower  priority  program  expendi- 
tures, yet  still  provide  State  agencies  with  ade- 
quate support  services,  the  Department  of 
General  Services  will  be  reducing  operating  ex- 
penses in  various  programs  by  $64,000. 


World  War  II  and  the  Korean  conflict  veterans 
permits  such  an  adjustment. 


1981-82 
Base 

Dollars $6,405,931 

Personnel  Years  95.8 

OE&E 


Reduction 
Amount 
-$64,000 


(-64,000) 


Department  of  Fair  Employment 
and  Housing 

The  department  will  increase  casework  pro- 
ductivity and  thereby  reduce  1.5  personnel 
years. 


1981-82 
Base 

Dollars $7,735,153 

Personnel  Years  185 

Prevention  and  Elimina- 
tion of  Discrimination 
in  Employment  and 
Housing 


Reduction 
Amount 
-$100,000 

-1.5 


(-100,000) 


Franchise  Tax  Board 

Staff  will  be  redirected  to  undertake  only  the 
highest  priority  personal  income  tax  and  bank 
and  corporation  tax  audits.  Some  lower  priority 
classes  of  audits  will  be  reduced  in  number  or 
eliminated.  A  report  is  expected  from  the  Audi- 
tor General  at  the  request  of  the  Legislature 
addressing  the  question  of  appropriate  audit  se- 
lection system  for  auditing  of  personal  income 
tax  and  bank  and  corporation  tax  returns. 

1981-82  Reduction 

Base  Amount 

Dollars $78,881,493  -$825,000 

Personnel  Years  3,018.3  -41.7 

Personal  Services (-753,033) 

OE&E (-71,967) 

Department  of  Veterans  Affairs 

Educational  assistance  to  veterans'  depend- 
ents offered  by  the  Department  of  Veteran's  Af- 
fairs will  be  reduced. 

The  Department  accepts  only  those  appli- 
cants who  are  most  urgently  in  need  of  further 
education,  taking  into  account  both  scholastic 
achievement  and  financial  needs. 

The  decline  in  enrollments  stemming  from 


Dollars 

Personnel  Years 


1981-82 

Base 
$20,136,103 
959 


Educational  Assistance  to 
Veterans'  Dependents 


Reduction 
Amount 
-$402,000 


(-402,000) 


BUSINESS,  TRANSPORTATION 
AND  HOUSING 

Department  of  Housing  and  Community 
Development 

The  Department  of  Housing  and  Community 
Development  will  provide  to  local  sponsoring 
organizations,  written  procedures  for  loan  and 
grant  program  administration.  This  will  allow 
the  Department  to  reduce  its  technical  assist- 
ance activities  by  eliminating  4  personnel  years 
within  the  Community  Affairs  Division. 

1981-82  Reduction 

Base  Amount 

Dollars $15,575,658  -$125,000 

Personnel  Years  170  —4 

Personal  Services (  - 100,000) 

OE&E (-25,000) 

Department  of  Corporations 

Activities  in  the  Investment  Program  will  be 
reduced  by  1.7  personnel  years,  and  activities  in 
the  Lender  Fiduciary  Program  by  1.3  personnel 
years  as  a  result  of  streamlining  various  adminis- 
trative functions. 

1981-82  Reduction 

Base  Amount 

Dollars $9,132,576  -$93,000 

Personnel  Years  248  —3 

Personal  Services (-52,877) 

OE&E (-40,123) 

Department  of  Alcoholic 
Beverage  Control 

The  Department  of  Alcoholic  Beverage  Con- 
trol is  proposing  a  reduction  of  four  positions 
and  $138,000  in  its  Compliance  Program,  which 
is  responsible  for  enforcement  of  the  laws  and 
regulations  related  to  alcoholic  beverages. 

1981-82  Reduction 

Base  Amount 

Dollars $13,358,813  -$138,000 

Personnel  Years  383.6  -4 

Personal  Services (-132,714) 

OE&E (-5,286) 
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RESOURCES 

State  Lands  Commission 

The  Energy  Exploration  Program  begun  in 
1980-81  will  be  reduced  from  $681,493  to  $271,- 
493.  This  will  be  effected  by  suspending  the  geo- 
thermal  lease  program  for  one  year  and  scaling 
back  the  oil/gas  development  program. 


1981-82 
Base 

Reduction 
Amount 

Dollars 

Personnel  Years  

$7,567,463 
263 

-$410,000 

OE&E 

(-410,000) 

Department  of  Forestry 

In  order  to  effect  a  $636,400  reduction  in 
General  Funds,  the  Department  is  reducing  6 
Fire  Prevention  Captains,  9.2  Fire  Prevention 
Assistants  and  5  State  Forest  Ranger  Ill's.  This 
will  reduce  the  Department's  efforts  in  fire  pre- 
vention activities  and  will,  eliminate  the  regional 
managers  of  the  conservation  camp  program. 


1981-82 
Base 

Reduction 
Amount 

Dollars 

$114,757,503 
2,803.2 

-$636,400 
-20.2 

(-524,570) 
(-111,830) 

OE&E 

Department  of  Conservation 

Conservation  proposes  to  reduce  consultant 
services  by  eliminating  a  contract  to  measure 
established  points  along  either  side  of  the  San 
Andreas  fault  in  both  Northern  and  Southern 
California. 


Dollars  . 


1981-82 

Reduction 

Base 

Amount 

$9,233,197 

-$50,000 

OE&E.. 


(-50,000) 


Department  of  Parks  and  Recreation 

In  order  to  optimize  the  utility  of  funds  avail- 
able for  State  Park  Operations,  the  Department 
has  reviewed  the  level  of  General  Fund  support 
for  visitor  services  in  the  various  state  park 
facilities.  Pursuant  to  this  review  the  Depart- 
ment is  proposing  to  restructure  visitor  services 
in  those  facilities  receiving  the  highest  levels  of 
subsidy  to  improve  the  systemwide  cost/benefit 
of  such  activities. 


1981-82  Reduction 

Base  Amount 

Dollars $69,020,114  -$585,000 

Personnel  Years  2,235.9  —27 

Personal  Services (—385,000) 

OE&E (-200,000) 


Solid  Waste  Management  Board 

The  Board  annually  contracts  with  the  De- 
partment of  General  Services  for  clerical  sup- 
port to  aid  in  processing  grant  applications.  The 
Board  proposes  to  reduce  the  amount  for  con- 
tracted clerical  support  by  $10,750,  requiring 
the  Board  to  amend  existing  priorities  to  assimi- 
late the  workload  increase. 


Dollars . 


1981-82 

Reduction 

Base 

Amount 

$1,592,485 

-$10,750 

OE&E.. 


(-10,750) 


Department  of  Water  Resources 

The  DWR  proposes  to  change  funding  for  its 
Weather  Modification  Program  from  General 
Fund  to  reimbursements.  DWR  also  proposes  to 
amend  the  existing  law  that  the  watermaster 
program  be  funded  50/50  by  the  General  Fund 
and  reimbursements.  The  proposed  funding  for 
watermaster  services  would  be  one-third  Gen- 
eral Fund  and  two-thirds  reimbursements. 
Legislation  will  be  introduced  concurrent  with 
the  Budget  Bill  to  achieve  these  program 
changes.  The  Department  will  also  reduce  ad- 
ministrative support  for  the  Flood  Control  Sub- 
vention Program.  Further,  DWR  proposes  to 
eliminate  General  Fund  support  for  recreation 
planning  and  implementation  and  reduce  sup- 
port for  reclamation  board  activities.  In  addi- 
tion, DWR  proposes  to  reduce  General  Fund 
support  for  topographic  mapping  and  water 
quality /supply  studies. 


1981-82 

Reduction 

Base 

Amount 

$22,351,900 
391 

-$671,000 
-7.6 

10    Continuing 

Formulation    of    the 

California  Water  Plan 

(-100,000) 

20    Implementa- 
tion of  the  State  Water 

Resources     Develop- 
ment System 

30    Public  Safety  and  Pre- 
vention of  Damage .... 

(-50,900) 

(-252,633) 
(-267,467) 
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California-  Tahoe  Regional 
Planning  Agency 

Reduce  staffing  for  land  use  permit  processing 
and  defer  planned  move  into  new  (leased)  facili- 
ties. 


tecting,  testing,  evaluating  and  eliminating 
sources  of  hazardous  air  pollutants  brought  to 
the  attention  of  the  Board  by  concerned  citizens, 
government  agencies  and  various  organizations. 


Dollars 

Personnel  Years 


40.10    Local  Assistance 


1981-82 
Base 

Reduction 
Amount 
-$40,000 
-1 

(-40,000) 

Dollars 

1981-82 
Base 

$4,982,173 
109.6 

Reduction 
Amount 

-$53,750 
—  1.6 

$488,245 
8 

(-40,752) 
(-12,998) 

OE&E 

Department  of  Fish  and  Game 

Fish  and  Game  proposes  to  reduce  the  level  of 
inspection  of  pet  stores  and  airports  for  violation 
of  laws  pertaining  to  use,  transportation  and 
ownership  of  exotic  and  prohibited  species,  and 
to  reduce  one  personnel  year  applied  to  investi- 
gations of  problems  and  needs  with  respect  to 
pesticide  contamination,  pollution,  disease  and 
food  habits. 


1981-82 
Base 

Dollars $4,850,848 

Personnel  Years  1,608.9 

Personal  Services 

OE&E 


State  Water  Resources 
Control  Board 


Reduction 
Amount 
-$50,000 
-2 

(-39,876) 
(-10,124) 


Reduce  staffing  for  water  rights/permit  proc- 
essing. This  program,  which  is  currently  author- 
ized 59  personnel  years,  is  responsible  for 
processing  applications  and  issuing  permits  for 
the  appropriation  and  storage  of  water.  The 
Board  proposes  a  reduction  of  3  positions  in  this 
program. 

1981-82  Reduction 

Base  Amount 

Dollars $14,933,681  -$150,500 

Personnel  Years  340  —3 

20    Water  Rights (-150,500) 


Air  Resources  Board 

The  Air  Resources  Board  has  reduced  the 
proposed  Toxic  Substances  Control  Program  by 
1.6  positions  and  $53,750  in  fiscal  year  1981-82. 
The  remaining  enforcement  resources  (3  posi- 
tions and  $122,231)  will  be  concentrated  on  de- 

3—81244 


HEALTH  AND  WELFARE 

To  enable  the  1981-82  Governor's  Budget  to 
provide  the  necessary  resources  for  the  most  es- 
sential programs  it  was  necessary  to  reprioritize 
programs  in  the  Health  and  Welfare  'area.  Fol- 
lowing is  specific  information  concerning  low 
priority  reductions  or  changes  in  certain  pro- 
gram areas  to  reduce  expenditure  levels. 

HEALTH  AND  WELFARE  AGENCY  TOTALS 

Personnel 

years  Amount 
State  Operations 

General  Fund -42  -$3,190,105 

Federal  Funds +1.5  +59,337 

Reimbursements  +971,000 

Total -40.5         -$2,159,768 

Local  Assistance 

General  Fund -136.7        -$68,729,519 

Federal  Funds -            - 16,897,900 

County  Funds (-5,932,800) 

Total -136.7       -$85,627,419 

Total  Health  and  Welfare  -177.2        -$87,787,187 


Department  of  Health  Services 

The  Medi-Cal  program  was  reviewed  for 
areas  in  which  efficiencies  and  economies  could 
be  made  and  still  maintain  quality  services  to 
those  in  need.  Four  areas  are  proposed  for 
changes  in  department  regulations  which  will 
effectuate  net  savings  of  approximately  $22.5 
million  ($13.8  million  General  Fund) .  These  are 
as  follows: 

1.  "Administrative  Day"  Reimbursement. 
Currently  Medi-Cal  reimbursement  for  an 
"administrative  day"  (a  day  of  nursing 
home  care  provided  in  an  inpatient  facility 
to  a  patient  awaiting  nursing  home  place- 
ment) is  set  at  the  lowest  hospital  ward 
rate,  an  average  cost  of  approximately 
$130/day.  As  the  patients  are  receiving  a 
skilled  nursing  facility  level  of  care,  this 
proposal  is  to  establish  the  administrative 
day  rate  at  a  skilled  nursing  facility  rate 
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approximating  $84/day.  Budget  year  sav- 
ings of  $2. 1  million  are  estimated. 

2.  Hospital  Inpatient  Occupancy  Standard. 
Total  capacity  of  hospitals  is  measured  in 
licensed  beds,  even  though  many  licensed 
beds  are  not  set  up,  staffed,  and  available 
for  immediate  occupancy.  This  excess  of 
beds  over  that  necessary  to  meet  anticipat- 
ed demand  is  commonly  called  "excess 
capacity."  One  indicator  of  excess  capacity 
is  occupancy  rates.  In  1979,  the  average 
California  occupancy  rate  approximated 
55  percent  of  licensed  beds. 

Under  this  proposal,  the  Medi-Cal  Pro- 
gram would  not  pay  for  excess  and  unneed- 
ed  hospital  capacity.  Funding  for 
non-rural  hospitals  will  be  based  on  the 
average  occupancy  rates  and  reimburse- 
ment will  be  reduced  for  hospitals  whose 
occupancy  rates  are  below  the  established 
standard  initially  to  be  set  at  55  percent.  To 
provide  adequate  access  to  Medi-Cal  pa- 
tients, rural  hospitals  (as  defined  in  Health 
and  Safety  Code  Section  1339.9),  frequent- 
ly the  sole  providers  of  care  in  smaller  com- 
munities, will  be  excluded  from  these 
limits.  Savings  of  $15.8  million  are  project- 
ed for  1981-82. 

3.  Review  of  Hospital  Ancillary  Charges.  To 
stem  the  increase  in  hospital  charges  for 
medically  unnecessary  ancillary  services, 
the  Department  of  Health  Services, 
through  the  fiscal  intermediary,  will  begin 
screening  the  ancillary  component  of  all 
hospital  claims.  The  Department  will  de- 
velop criteria  for  judging  the  necessity  of 
ancillary  services  rendered  by  hospitals  for 
a  specific  surgical  procedure  or  illness  and 
will  deny  payment  for  those  services 
deemed  unnecessary.  Projected  savings  are 
$3  million  in  1981-82.  Two  positions  are 
proposed  to  develop  the  criteria  and 
prepayment  controls  used  to  detect  inap- 
propriate ancillary  charges  from  hospitals. 

4.  Property  Verification.  Currently  aged, 
blind  and  disabled  medically  needy  (ABD- 
MN)  Medi-Cal  eligibles  are  not  required 
to  submit  quarterly  income  status  reports. 
However,  quality  control  statistics  indicate 
that  misreporting  of  property  holdings  by 
ABD-MN  eligibles  is  a  major  source  of 
eligiblity  determination  errors.  Under  this 


proposal,  the  Department,  through  county 
welfare  departments,  will  initiate  verifica- 
tion of  the  value  of  ABD-MN  clients 
countable  property  when  they  apply  for 
Medi-Cal  and  at  annual  eligibility  redeter- 
minations. It  is  estimated  that  program 
savings  of  $1.9  million  will  be  achieved  in 
1981-82  with  county  administrative  costs 
at  $256,000. 
These  savings  are  not  discussed  in  the  Depart- 
ment of  Health  budget  but  are  reflected  in  the 
Departments  budget  totals.  In  addition  to  these 
proposals  other  Medi-Cal  Savings  and  Recovery 
proposals  are  included  in  the  budget  and  dis- 
cussed elsewhere  in  the  "A"  pages. 

1981-82  Reduction 
Base  Amount 

Dollars $5,079,622,976  -$22,450,811 

Personnel  Years  1,201.8  +2.0 

General  Federal 

State  Operations             Fund  Fund                    Total 

Personal  Services  ..                  (+33,605)  (+52,684)                 (+86,289) 
Operating  Expense 

Equipment (+4,247)  (+6,653)                 (+10,900) 

Total (+37,852)  (+59,337)  (+97,189) 

Local  Assistance 

Benefit  payments....  (-13,987,000)  (-8,817,000)  (-22,804,000) 

County    Adminis- 
trative   (+128,000)  (+128,000)  (+256,000) 

Total (-13,859,000)  (-8,689,000)  (-22,548,000) 

Department  of  Developmental  Services 

Savings  proposed  for  1981-82  for  the  Depart- 
ment of  Developmental  Services  total  $7,- 
534,633  and  111.7  positions. 

The  1981-82  budget  for  State  operations  pro- 
poses Special  Adjustment  reductions  in  the 
amount  of  $653,917  and  nine  positions.  These 
reductions  include:  (1)  $277,000  in  the  Depart- 
ment's operating  expense  and  equipment  budget 
as  a  result  of  a  concerted  effort  on  the  part  of 
headquarters  management  to  reduce  lower  pri- 
ority expeditures  in  printing,  consultant  con- 
tracts, travel,  and  equipment;  (2)  $133,824  and 
three  positions  from  the  Planning  and  Evalua- 
tion Division  which  will  maintain  support  for 
planning  and  evaluation  activities  mandated  by 
the  Legislature  but  limit  the  ability  to  respond  to 
special  and  discretionary  planning  studies;  (3) 
$138,482  and  three  positions  from  headquarters 
training,  reducing  in-service  training  by  25  per- 
cent; and  (4)  $104,61 1  and  three  positions  from 
the  Department's  Facilities  Planning  Section  in 
recognition  of  reduced  need  in  future  years  for 
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electrical  and  mechanical  design  work  as  a  result 
of  improvements  related  to  Fire  and  Life  Safety 
and  Environmental  projects  and  declining  popu- 
lation trends. 

A  critical  evaluation  of  State  hospital  expendi- 
tures identified  savings  which  total  $4,069,791 
and  102.7  positions  in  the  1981-82  budget. 
Proposed  reductions  in  operating  expenses  and 
equipment  ($1,806,575),  planning  activities 
($421,928  and  10  positions)  and  training 
($861,000  and  27  positions),  represent  reduc- 
tions similar  to  those  which  are  proposed  in  de- 
partmental headquarters.  Additional  reductions 
in  State  hospitals  include:  (1)  $365,066  and  26 
positions  to  reduce  groundskeeping  by  30  per- 
cent, resulting  in  less  frequent  trimming,  mow- 
ing and  grounds  care;  and  (2)  $615,222  and  39.7 
positions  from  hospital  program  administration, 
representing  half-year  funding  for  non-level-of- 
care  position  reductions  which  will  increase  the 
average  program  size  for  developmentally  dis- 
abled programs  from  121  clients  to  160  clients. 

Savings  in  the  total  amount  of  $2,810,925  are 
proposed  for  Regional  Center  operations  in  1981 
-82.  This  amount  reflects  the  elimination  of 
funding  for  program  evaluators  added  in  1979- 
80  and  education  liaison  specialists  and  resource 
developer  positions  added  to  the  Regional  Cen- 
ters staffing  formula  in  1980-81.  None  of  these 
positions  affect  direct  services  or  purchase  of 
services  for  regional  center  clients  and  are  being 
proposed  in  lieu  of  such  reductions. 


1981-82 
Base 

Dollars $536,266,868 

Personnel  Years  15,228.2 

State  Operations 

Personal  Services 

OE&E 

Total 

Local  Assistance 

State  Hospital 

Regional  Centers 

Total 


Reduction 
Amount 
-$7,534,633 
-111.7 

(-287,917) 
(-366,000) 

(-$653,917) 

(-4,069,791) 
(-2,810,925) 

(-6,880,716) 


Department  of  Mental  Health 

Total  program  savings  in  the  Department  of 
Mental  Health  amount  to  49  positions  and  $3,- 
481,881. 

In  State  operations,  the  savings  amount  to 
$2,011,040  and  15  position  reductions.  The 
Health  Training  Centers  will  continue  in  full 
operation,  however,  participants  in  the  training 
program  will  pay  the  full  cost  of  providing  the 


training  for  a  savings  of  $970,875  through  this 
reimbursement  mechanism.  Savings  of  $418,195 
and  $233,805  in  the  Department's  operating  ex- 
pense and  equipment  budget  for  departmental 
administration  and  support  of  Atascadero  State 
Hospital  will  be  achieved  by  carefully  prioritiz- 
ing expenditures  in  such  areas  as  travel,  printing, 
contracts,  training  and  equipment  purchases. 
Additionally,  $388,165  and  15  positions  will  be 
saved  as  result  of  consolidation  of  programs  and 
reductions  in  certain  non-level-of-care  activities 
at  Atascadero  State  Hospital. 

In  local  assistance,  savings  amount  to  $1,470,- 
841  and  34  positions.  Savings  of  $332,309  and 
$300,030  in  operating  expenses  at  Metropolitan 
State  Hospital  and  the  Office  of  Mental  Health 
Social  Services  will  be  achieved  as  a  result  of 
prioritization  in  expenditures  similar  to  that  de- 
scribed for  State  operations.  By  consolidating 
from  6  to  5  programs  at  Metropolitan  State  Hos- 
pital, $296,502  and  1 1  positions  will  be  saved.  By 
reducing  non-level-of-care  positions  by  3  per- 
cent, $542,000  and  23  positions  will  be  reduced 
at  Metropolitan  State  Hospital.  Non-level  of 
care  include  such  activities  as  groundskeeping, 
administration,  laundry  and  building  mainte- 
nance. 


1981-82 
Base 

Dollars $581,389,443 

Personnel  Years  3,324.9 

State  Operations 

Personal  Services 

OE&E 

Reimbursements 

Total 

Local  Assistance 

Personal  Services 

OE&E 

Total 


Reduction 
Amount 
-$3,481,881 
-49 


(-388,165) 
(-652,000) 
(-970,875) 

(-2,011,040) 

(-838,502) 
(-632,339) 

(-1,470,841) 


Department  of  Social  Services 

For  programs  managed  by  the  Department  of 
Social  Services  changes  are  proposed  in  four 
areas  which  will  save  $47,081,962  of  General 
Funds,  $8,208,900  of  Federal  funds  and  increase 
revenue  to  the  General  Fund  by  $1,028,400.  In 
addition  these  changes  will  save  $5,932,800  of 
county  funds  expended  on  these  programs. 

The  major  portion  of  these  savings  will  be  due 
to  two  adjustments  proposed  to  the  Aid  for 
Families  with  Dependent  Children  (AFDC) 
program.  These  changes  affect  (1)  the  AFDC 
budgeting  system  (computation  of  income  as  an 
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offset  to  total  grant)  and  (2)  the  Non-Federal 
AFDC-Unemployment  Program. 

The  proposed  change  in  the  AFDC  budgeting 
system  affects  how  and  when  an  AFDC  grant 
level  is  adjusted  to  account  for  income  earned  by 
the  recipient.  Currently,  income  considered  in 
determining  the  grant  level  is  based  on  income 
earned  two  months  prior  to  the  pay  period.  Since 
the  basis  for  determining  income  is  usually  30 
days  after  the  fact,  recipients  can  report  that 
their  income  has  dropped  in  the  intervening 
month  in  which  case  they  are  guaranteed  at  least 
80  percent  of  the  maximum  aid  payment  for  that 
period  (this  is  called  supplementation) .  Howev- 
er, if  the  payment  period  is  25  days  or  less  from 
the  month  used  for  calculation,  no  supplementa- 
tion is  necessary.  Therefore,  it  is  proposed  to 
change  the  income  period  from  the  first  to  the 
last  day  of  each  month,  to  the  seventh  day  of  one 
month  to  the  sixth  of  the  next.  This  will  allow 
checks  provided  on  the  first  or  fifteenth  of  each 
month  to  fall  in  the  necessary  25  day  period 
saving  $6,859,900  in  General  Funds,  $7,386,800 
in  Federal  Funds,  and  $1,214,500  in  county 
funds. 

Currently  26  states,  including  California,  par- 
ticipate with  the  Federal  government  to  provide 
AFDC  grants  to  families  (i.e.  both  parents  at 
home)  who  are  unemployed.  The  federal  law 
provides  that  to  qualify,  the  recipient  must  have 
been  previously  attached  to  the  labor  force. 
However,  only  California  also  has  a  program 
(fully  State  and  local  funded)  for  this  group 
even  if  they  do  not  meet  federal  requirements. 
Recent  U.S.  Supreme  Court  action  has  held  that 
both  the  Federal  and  California's  State  Only 
program  can  no  longer  require  that  the  test  of 
unemployment  be  limited  to  the  major  wage 
earner.  This  court  decision  now  allows  the 
unemployed  spouse  to  qualify,  subject  to  income 
limitations,  and  receive  AFDC  even  if  the  other 
spouse  is  employed.  This  change  in  eligibilty  is 
one  of  the  major  reasons  for  the  $41,9  million 
expected  deficit  in  AFDC  in  the  1980-81  budget 
year.  It  is  proposed  that  legislation  be  adopted 
that  would  limit  eligibility  for  the  State  Only 
program  to  those  families  in  which  neither  par- 
ent is  employed  full  time  and  give  the  depart- 
ment the  authority  to  require  specific  conditions 
of  eligibility  such  as  work  registration  and  ac- 
ceptance of  suitable  employment.  Adoption  of 
this  proposal  will  save  $30,013,900  in  General 


Funds,  $822,400  in  federal  funds  and  $4,718,300 
in  county  funds.  Legislation  will  be  introduced 
concurrent  with  the  Budget  Bill  to  achieve  this 
program  change. 

Also,  it  is  proposed  to  save  $1,765,862  in  Gen- 
eral Funds  by  eliminating  the  Emergency  Loan 
Program,  and  the  State's  indemnification  of 
counties  for  non-repayment,  for  SSI/SSP  recipi- 
ents whose  checks  are  late  from  the  Federal  gov- 
ernment. This  program  was  instituted  in  1973, 
when  the  State  and  Federal  programs  were  com- 
bined, to  assure  that  this  change  did  not  disrupt 
recipients  while  the  problems  associated  with 
such  a  change  were  resolved.  As  the  system  has 
now  been  functioning  for  several  years,  the  pro- 
vider of  the  check,  that  is  the  Federal  govern- 
ment, should  take  responsibility  for  any  delays. 
Legislation  will  be  introduced  concurrent  with 
the  Budget  Bill  to  achieve  this  program  change. 

In  the  area  of  licensing  of  Community  Care 
Facilities  two  changes  are  proposed.  First,  it  is 
proposed  that  licensing  Family  Day  Care  facili- 
ties which  service  12  or  fewer  clients  be  discon- 
tinued. This  proposal  will  result  in  a  reduction 
of  32.5  positions  and  reduce  General  Fund  costs 
by  $8,765,500  (local  assistance  $7,879,300  and 
state  operations  $886,200)  in  the  first  year  of 
implementation.  Secondly,  it  is  proposed  that 
the  Community  Care  Licensing  Division 
(CCLD)  reinstitute  fees  for  licensure  because  of 
severe  budgetary  constraints.  Legislation  to 
reinstitute  a  fee  collection  system  will  provide 
$1,028,400  in  increased  revenue,  however,  the 
cost  of  the  additional  14  positions,  to  manage 
this  fee  system,  will  be  $323,200,  therefore,  the 
net  General  Fund  impact  will  be  a  savings  of 
$705,200  in  the  first  year  of  implementation. 
Legislation  will  be  introduced  concurrent  with 
the  Budget  Bill  to  achieve  these  program 
changes.  mig2  ^^ 

Base  Amount 

Dollars $2,900,847,640  -$55,290,862 

Personnel  years 411.4  —18.5 

General  Federal 
Fund  Fund  Total 
State  Operations 
Personal  Serv- 
ices           (-516,946)                      -             (-516,946) 

OE&E  (-46,054)  -  (-46,054) 

Total (-563,000)  (-563,000) 

Local  Assistance 
Benefit  Pay- 
ments      (-36,490,000)   (-6,535,400)       (-43,025,400) 

County  Ad- 
ministration    (-10,028,962)   (-1,673,500)       (-11,702,462) 

Total (-46,518,962)   (-8,208,900)       (-54,727,862) 
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EDUCATION 

Board  of  Governors,    California   Community 
Colleges 

Current  statutes  governing  the  financing  of 
the  State's  Community  College  System  expire 
June  30,  1981.  The  Governor's  Budget  proposes 
to  reserve  $919.3  million  to  fund  legislation 
enacted  during  the  1981  legislative  session  to 
continue  a  system  of  community  college  finance. 
This  amount  is  an  estimated  $10  million  less 
than  the  amount  that  would  be  required  under 
the  current  structure  of  community  college  fi- 
nance if  it  were  to  be  continued  into  the  budget 
year. 

In  addition,  the  amount  reserved  for  a  com- 
munity college  bill  does  not  include  funding  for 
any  cost-of-living  adjustment.  It  is  anticipated 
that  cost-of-living  will  be  addressed  in  whatever 
legislation  is  proposed  for  community  college 
finance. 


Dollars . 


1981-82 

Base 
$929,289,800 


Community    College    Ap- 
portionments   


Reduction 

Amount 

-$10,000,000 


( - 10,000,000) 


California  State  University 
and  Colleges 

The  CSUC  reduction  of  $10  million  consists 
of  (1)  an  increase  in  nonresident  tuition  ($5,- 
000,000),  (2)  unspecified  reductions  ($4,- 
400,000) ;  (3)  an  increase  in  late  registration  fees 
($400,000);  (4)  a  reduction  in  specialized  train- 
ing ($103,000)  and  (5)  elimination  of  external 
degree  fee  waivers  ($97,000). 


1981-82 
Base 

Dollars $938,670,026 

Personnel  Years  32,912.5 

Instruction 

Academic  Support  

Student  Services  

Institutional  Support  

Reimbursements 


Reduction 
Amount 

-$10,000,000 


(-500,000) 

(-1,000,000) 

(-97,000) 

(-2,603,000) 

(-5,800,000) 


University  of  California 

The  University  of  California  reduction  con- 
sists of  $2,028,750  in  additional  utility  conserva- 
tion and  a  $5,471,250  elimination  of  budget 


improvements  that  were  scheduled  in  the  198 1— 
82  Governor's  Budget.  The  budget  improve- 
ments deleted  consist  of: 

Basic  Skills  Deficiencies $1,377,000 

Student  Affirmative  Action — 

Full  Funding 1,099,250 

Student  Affirmative  Action — 

Workload 629,000 

Math  Skills  Improvement 

(EQUALS  Program)  230,000 

Operation  and  Maintenance 

of  Plant 1,000,000 

Instructional  Use  of 

Computers  400,000 

Clinical  Teaching  Support 466,000 

Collective  Bargaining  270,000 


1981-82 
Base 

Dollars $1,088,734,048 

Personnel  years 56,700 


Noncategorical 


Reduction 
Amount 
-$7,500,000 
-180 

(-7,500,000) 


Department  of  Education 

Education,  K-12 

The  Education,  K-12  budget  contains  three 
special  reductions  necessary  to  balance  the 
budget:  (1)  elimination  of  the  funding  for  the 
Driver  Training  Program  for  nonhandicapped 
high  school  students;  (2)  elimination  of  funding 
for  the  statutorily  allowable  two  percent  (2%) 
growth  in  high  school  adult  education  pro- 
grams; and  (3)  the  elimination  of  funding  for 
the  basic  subsidy  on  nonneedy  meals  in  the  State 
Child  Nutrition  Program. 

Driver  Training  Program  —$19,103,703 

The  1981-82  budget  proposes  to  reduce  the 
Driver  Training  Program  by  —$19,103,703  and 
3.2  positions  to  eliminate  funding  for  behind- 
the-wheel  driver  training  for  regular  high  school 
students.  The  budget  retains  $999,960  and  1.6 
positions  to  administer  and  fund  driver  training 
programs  for  the  handicapped  since,  in  most 
cases,  private  driving  schools  are  ill-equipped  to 
handle  training  for  the  physically  and  education- 
ally handicapped.  Legislation  will  be  introduced 
concurrent  with  the  Budget  Bill  to  achieve  this 
program  change. 

The  resulting  savings  to  the  Driver  Training 
Penalty  Assessment  Fund  are  proposed  for 
transfer  to  the  General  Fund  to  meet  critical 
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funding  priorities  in  other  State  programs. 

Adult  Education -$3,386,000 

Current  law  (AB  8,  Chapter  282,  Statutes  of 
1979,  as  amended  by  AB  2196,  Chapter  1354, 
Statutes  of  1980)  provides  for  a  two  percent 
(2%)  per  annum  growth  in  adult  average  daily 
attendance  (ADA)  that  the  State  will  fund.  The 
Governor's  Budget  proposes  to  reduce  funding 
for  adult  education  apportionments  in  the 
amount  of  —$3,386,000  by  not  providing  fund- 
ing for  the  statutorily  allowable  two  percent 
ADA  growth. 

Even  with  this  reduction,  the  proposed  budget 
will  provide  funding  for  an  estimated  16,000 
adult  ADA  not  funded  in  1980-81.  This  increase 
results  from  the  enactment  of  AB  2196  which 
requires  adult  education  apportionments  to  be 
calculated  using  fiscal  year  ADA  rather  than  the 
adult  ADA  reported  for  the  second  principal 
apportionment. 


GENERAL  GOVERNMENT 

Department  of  Finance 

The  State  Office  of  Information  Technology 
(SOIT)  has  been  charged  with  monitoring  the 
acquisition  and  utilization  of  State  electronic 
data  processing  resources  to  assure  prudent  use 
of  EDP  and  information  systems  technologies. 

Chapter  643/80  expanded  that  role  to  one  of 
advocating  the  use  of  proven  information  sys- 
tems technology  and  investigating  new  informa- 
tion systems  technology.  Proposed  staff  that 
were  proposed  to  fully  implement  this  advocacy 
role  will  be  eliminated.  Existing  staff  will  be  used 
to  encourage  departments  to  improve  efficiency 
and  effectiveness  through  the  use  of  EDP  and 
information  systems. 


1981-82 

Reduction 

Base 

Amount 

Dollars 

$936,003 

-$224,946 

Personnel  years 

20.6 

-6.6 

Office      of      Information 

Technology  

(-224,946) 

Child  Nutrition -$12,463,608 

This  reduction  represents  the  elimination  of 
the  State's  financial  assistance  to  school  districts 
and  other  eligible  agencies  for  "nonneedy" 
meals  served.  Continued  in  the  budget  are  $25.1 
million,  providing  assistance  for  over  292  mil- 
lion meals,  representing  the  State's  reimburse- 
ment for  "needy"  meals  served.  This  should 
ensure  that  all  needy  children  receive  at  least  one 
nutritious  meal  each  day.  Budget  Bill  language 
provides  for  implementation  of  this  reduction  in 
1981-82.  However,  legislation  will  be  intro- 
duced concurrent  with  the  Budget  Bill  to 
achieve  this  program  change  on  a  continuous 
basis. 

1981-82  Reduction 

Base  Amount 

Dollars $6,758,443,054  -$34,953,311 

Personnel  years 2,889.3  —3.2 

State  Operations 

I.  Instruction  Program  (Driver  Training) 

Personal  Services (-120,000) 

OE&E (-85,703) 

Local  Assistance 

I.  Instruction  Program 
School  Apportionments 

Driver  Training (  -  1 8,898,000) 

Adult  Education (-3,386,000) 

III.  Special  Programs 

Child  Nutrition  (-12,463,608) 


California  Fiscal  Information  System 

Additional  staff  and  consultant  service  funds 
needed  to  install  the  state's  new  computerized 
accounting  system  for  the  next  75  departments 
July  1,  1982,  will  be  deferred.  About  20  depart- 
ments with  the  most  severe  accounting  problems 
can  still  be  implemented  July  1,  1982  with  exist- 
ing staff.  Legislation  will  be  proposed  to 
lengthen  the  three-year  implementation  period 
currently  required  by  AB  3322  (Chapter  1284/ 
78). 

1981-82  Reduction 

Base  Amount 

Dollars $11,950,854  -$1,310,073 

Personnel  years 51.5  —7 

Personal  services (  —  237,696) 

OE  &  E ( - 1,072,377) 

Department  of  Food  and  Agriculture 

The  Department  is  reducing  temporary  help 
in  its  agricultural  programs  by  2  positions  and 
reducing  operating  support  by  $.3  million.  Oper- 
ating support  reductions  will  be  from  general 
expenses  and  will  have  impact  on  the  following 
programs:  Marketing,  Plant  Industry,  Animal 
Industry,  Pest  Management,  Measurement 
Standards,  and  Inspection  Services. 
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1981-82  Reduction 

Base  Amount 

Dollars $34,763,867  -$347,000 

Personnel  Years  904  -2 

Personal  Services (-40,000) 

OE&E ( -  307,000) 

Department  of  Industrial  Relations 

The  Department  of  Industrial  Relations  pro- 
poses elimination  of  13  vacant  positions  and 
related  operating  support  in  the  Division  of  In- 
dustrial Accidents. 

1981-82  Reduction 

Base  Amount 

Dollars $92,611,179  -$926,000 

Personnel  years 2,029  —13 

Personal  Services (—763,178) 

OE&E (- 162,822) 

Commission  for  Economic  Development 

The  Commission  is  proposing  to  reduce  its 
equipment  line  item  from  $3,749  to  $449. 

1981-82  Reduction 

Base  Amount 

Dollars $328,921  -$3,300 

Personnel  years 6.8  - 

OE&E ( -3,300) 

Public  Utilities  Commission 

The  1981-82  Governor's  Budget  proposes  a 
General  Fund  savings  of  $800,000  and  a  reduc- 
tion of  19  positions.  These  reductions  result 
from  the  proposed  deregulation  by  the  Public 
Utilities  Commission  (PUC)  of  various  types  of 
public  services  that  impact  small  water  and  sew- 
er companies,  communication  utilities  (i.e., 
PBX  and  radiotelephone  services)  and  public 
transportation  (i.e.,  charter  party  and  sight  see- 
ing/tour buses) .  Legislation  will  be  introduced 
concurrent  with  the  Budget  Bill  to  achieve  this 
program  change. 

The  legislation  to  delete  PUC  regulatory  au- 
thority over  small  water  and  sewer  companies 
will  ensure  that  the  quality  of  services  provided 
by  these  companies  will  not  be  reduced  and  that 
the  cost  of  such  services  will  not  be  unjustifiably 


increased.  The  judiciary  system  will  be  available 
to  both  consumers  and  these  public  service  utili- 
ties to  remedy  any  potential  unfair  practice. 

Legislation  concerning  communication  utili- 
ties and  public  transportation  will  delete  all 
PUC  involvement  and  will  allow  the  competitive 
market  place  to  establish  the  rates  for  these  serv- 
ices. 

1981-82  Reduction 

Base  Amount 

Dollars $36,425,458  -$800,000 

Personnel  years 991.1  —19 

Personal  Services (  —  632,000) 

OE&E (-168,000) 

Board  of  Control 

Special  Adjustment  reductions  proposed  for 
the  Board  of  Control  during  1981-82  total  $9,- 
800  and  0.5  personnel  years. 

1981-82  Reduction 

Base  Amount 

Dollars $979,833  -$9,800 

Personnel  Years  101.2  —0.5 

Personal  Services (  —  7,123) 

OE&E (-2,677) 

Office  of  Criminal  Justice  Planning 

Chapter  1151,  Statutes  of  1977,  established 
the  Career  Criminal  Prosecution  Program  with 
a  sunset  provision  repealing  statutory  authoriza- 
tion on  January  1,  1982.  Legislation  will  be  in- 
troduced concurrent  with  the  Budget  Bill  for 
continuation  of  the  program.  The  1981-82 
budget  reflects  full  year  funding.  The  budget 
also  reflects  a  shift  from  General  Funds  to  In- 
demnity funds  for  the  entire  program.  This 
would  in  effect  allow  for  a  net  reduction  of  $1,- 
650,000  in  General  Fund  costs.  This  funding 
shift  is  identified  in  the  Fund  Statement  of  the 
Indemnification  of  Private  Citizens  budget. 

1981-82  Reduction 
Base  Amount 

Dollars $1,650,000  -1,650,000 

Personnel  years (1)  (l) 

Personal  Services (—22,350) 

OE&E (-27,650) 
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Cost-of-LMng  Adjustments 


As  inflation  becomes  more  severe,  cost-of-liv- 
ing adjustments  become  more  important.  In  the 
past,  cost-of-living  adjustments  were  made 
throughout  the  budget.  However,  this  year  a 
complete  table  of  cost-of-living  adjustments  has 
been  compiled  and  is  shown  below. 

There  is  not  enough  money  in  the  1981-82 
budget  to  fund  full  cost-of-living  increases. 
Through  the  budget  cuts  previously  discussed, 
about  $1.2  billion  has  been  made  available  for  all 
cost-of-living  increases.  However,  more  than 
$1.3  billion  is  required  by  the  statutory  COLA's 
alone.  In  addition,  for  every  1  %  increase  in  the 
discretionary  COLA's,  $49  million  is  required, 
and  for  every  1%  increase  in  state  employees' 
compensation,  $34  million  is  required  in  Gen- 
eral Funds. 

By  making  only  modest  cost-of-living  adjust- 
ments, further  budget  cuts  can  be  avoided.  We 
propose  a  5%  increase  for  K-12  apportionments 
and  Master  Plan  for  Special  Education  and  a 
4.75  percent  cost-of-living  increase  for  those 
other  programs  where  increases  are  required  by 
statute.  The  combined  cost  of  these  adjustments 
is  $742  million,  leaving  a  total  of  $509  million 
available  to  the  Legislature  to  fund  discretionary 
increases  in  the  remaining  programs  as  well  as 
employees'  compensation  and  any  additional  in- 


creases   for    the    programs    with    statutory 
COLA's. 

Some  alternatives  that  the  Legislature  may 
wish  to  consider  in  allocating  the  available  funds 
include: 

1.  Fund  the  full  statutory  inflation  adjust- 
ment averaging  7.2%  for  regular  K-12  ap- 
portionment and  special  education 
apportionment.  This  would  require  $140 
million  more  than  is  currently  provided  in 
this  budget. 

2.  Insure  the  meeting  of  state  hospital  popu- 
lation goals  for  individuals  with  develop- 
mental disabilities  by  authorizing  rate 
adjustments  for  the  maintenance  of  exist- 
ing, and  development  of  new,  community 
care  and  day  treatment  programs. 

3.  Provide  a  5%  across-the-board  increase. 

4.  Limit  increases  to  certain  Health  and  Wel- 
fare programs.  California  currently  pro- 
vides the  highest  SSI/SSP  and  AFDC 
grants  to  individuals  of  any  state.  (See  dis- 
cussion on  State  comparisons  immediately 
following  the  COLA  table.) 

The  chart  below  lists  those  amounts  included 
in  the  budget  in-lieu  of  the  statutory  authoriza- 
tions. The  amounts  necessary  to  fund  full  statu- 
tory increases,  as  well  as,  those  programs  eligible 
for  discretionary  increases  are  also  displayed. 
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GENERAL  FUND 

COST-OF-LIVING  INCREASES 

1981-82  FISCAL  YEAR 

(In  Thousands) 


Dollar 
Agency/DeparUnent/Program  Increase 

Legislative,  Judicial,  Executive 

Salaries  of  Judges  * $363 

Health  and  Welfare 

Local  Alcohol  Programs 338 

Local  Drug  Abuse  Programs 282 

Health  Services 

County  Health  Services  .. 3,137 

Medi-Cal-Hospital  Inpatient  b 69,113 

Medi-Cal-Drug  Ingredients 380 

Medi-Cal-"Spin-ofF- 2,731 

Child  Health  and  Disability  Prev  35 

Medi-Cal-Provider  Rate 10,485 

Medi-Cal-County  Admin  1,013 

Public  Health — Family  Plan  350 

Public  Health — CCS,  Inpatient  130 

Public  Health— CCS  Other 211 

Public  Health — GHPP  Inpatient  35 

Public  Health— GHPP  Other 9 

Public  Health — Other 169 

Developmental  Services — Regional  Centers 2,850 

Local  Mental  Health  Programs  3,400 

Social  Services 

SSI/SSP 30,034 

AFDC  13,855 

IHSS — Statutory 292 

APSB 18 

Maternity  Home  Care  21 

IHSS — Minimum  Wage 1,071 

Adoptions 172 

Faculties  Evaluation  65 

County  Administration 1,050 

IHSS — Nonstatutory 416 

OCSS — Nonstatutory 1,470 

24-Hour  Response  79 

Youth  Authority— County 

•Justice  System 634 

Education 

Department  of  Education 

Total  Apportionments: (75,612) 

K-12 70,087 

Gifted  and  Talented 163 

Transportation 750 

Court  Mandates  1,509 

Adult  Education 1,670 

County  Offices  of  Educ 1,433 

Child  Nutrition 234 

Teachers  Retirement 1,616 

Instructional  Material 423 

School  Improvement  Program 1,500 

Economic  Impact  Aid 1,620 

Miller-Unruh  Reading  Prog 152 

Native  American  Indian  Educ 3 

Demo  Pgrms  in  Reading  Math 34 

Indian  Educ  Centers 7 

Career  Guidance  Centers 2 

Resource  Centers  (Staff  Dev)  15 

Professional  Dev  Center  7 

School  Site  Staff  Dev 9 

Child  Care  Program 2,109 

Master  Plan  for  Special  Educ 6,414 

Preschool  286 

Division  of  Libraries 52 

Urban  Impact  Aid 547 

General  Aid  (Meade) 87 

Board  of  Governor,  Calif  Community  Colleges 

Apportionments  14,925 

Special  Education  Allowances  172 

EOPS 212 

Student  Aid  Commission  Cal-Grant  A  &  B  Awards 837 

General  Government 

California  Arts  Council 57 

Public  Broadcasting  Comm 5 

Air  Resources  Board 40 

Employee  Compensation 34,346 

Personal  Property  Tax  Relief 4,957 

Totals $290,488 

Total  1%  Excluding  Medical  Hospital  Inpatient ($221,375) 


Amount  Budgeted  in 

Lieu 

of  Statutory 


Percent 
Increase 


Percent 
Increase 


Percent 
Increase 


Statutory 


Dollar 
Increase 


4.75 
15 
3.9 
4.75 

$16,353 

69,113 

1,482 

9,381 

14.5 
15 
3.9 
11.2 

$45,156 

69,113 

1,482 

19,359 

4.75 

684 

15 

2,160 

4.75 

168 

15 

531 

4.75 

141,910 

11.2 

349,210 

4.75 

65,813 

11.2 

152,987 

4.75 

1,369 

11.2 

3,221 

4.75 

86 

11.2 

203 

5 

(369,216) 
350,913 

7.2 

(534,406) 
506,359 

4.75 

3,563 

10.7 

8,000 

4.75 
4.75 
4.75 
4.75 
4.75 

7,933 
6,807 
1,142 
7,676 
2,009 

6 

7.2 

9.6 

10.4 

12.7 

10,022 
10,025 

2,246 

16,727 

5,371 

4.75 


32,467 


7.2 


23,545 
$742,414 


16.6 


46,181 


82,286 


$1,330,639 


*  Statutory  salaries  of  superior  court  judges  are  limited  to  5%  or  no  more  than  State  employees. 
Federal  statute  requires  this  level. 
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AFDC  and  SSI/SSP  Grant  Comparisons 
with  Other  States 

The  Federal  Government  mandates  two  fi- 
nancial aid  programs;  Supplementary  Security 
Income  (SSI)  for  adults  and  the  Aid  to  Families 
with  Dependent  Children  (AFDC).  The  Fed- 
eral Government  also  allows  a  variety  of  option- 
al State  supplemental  programs.  Examples  of 
optional  programs  enacted  in  California  are  the 
AFDC-Unemployed  Program  (AFDC-U)  and 
the  State  Supplemental  Program  (SSP). 

California  has  approximately  10  percent  of 
the  total  U.S.  population.  Based  on  the  latest 
data  available,1  California  had  a  monthly  SSI/ 
SSP  caseload  of  approximately  17  percent  (705,- 
000)  of  the  nation's  SSI/SSP  population  (4.16 
million),  but  provided  an  average  of  25  percent 
of  the  federally  administered  SSI  and  SSP  aid 
payments  ($162.3  million  of  $640.8  million  total 
average  monthly  payments).  This  difference  in 
population  compared  to  payment  level  may  be 


attributed  primarily  to  two  factors:  (1)  Califor- 
nia provided  more  State  funds  than  all  other  26 
states  with  the  federally  administered  SSP  pro- 
gram (63  percent  of  the  total);  and  (2)  Califor- 
nia is  the  only  State  with  a  statutory 
cost-of-living  increase. 

In  the  AFDC  program,  California  in  the  first 
three  months  of  1980  had  approximately  13.1 
percent  of  the  nation's  AFDC  population  receiv- 
ing AFDC  benefits,  but  expended  17.8  percent 
of  the  total  aid  payments.  While  specific  data  is 
unavailable,  this  higher  payment  level  compared 
to  population  may  also  be  attributed  to  Califor- 
nia's statutory  cost-of-living  increase  provisions 
and  the  additional  cost  of  the  State's  optional 
AFDC-U  program  (Federal  and  Non-Federal) . 

As  indicated  in  the  table  below,  California  has 
the  highest  SSI/SSP  and  AFDC  financial  aid 
payment  standards  in  the  nation. 


1  Volume  43,  Numbers  9,  10  and  11,  Social  Security  Bulletin. 
U.S.  Department  of  Health  and  Human  Services,  Summer  of  1980. 


Ten  Most  Populated  States 
SSI/SSP  and  AFDC  Payments  as  of  January  1,  1981 

SSI/SSP  Payment  Standards 

Aged  and  Disabled 

States '                                                                                                         Individuals  Couples 

California $402  $746 

New  York3  301  436 

Texas 2  238  357 

Pennsylvania  270  406 

Illinois  *• 3 238  357 

Ohio 2 238  357 

Michigan 3  262  393 

Florida 2 238  357 

New  Jersey 261  369 

Massachusetts  *  375  572 


AFDC 


Blind              Maximum  Aid  Payment 

iividua 

Is         Couples            Family  of  3 

$451 

$877          $463 

301 

436          394 

238 

357          116 

270 

406          311 

238 

357          288 

238 

357          263 

262 

393          437 

238 

357          195 

261 

369          360 

396 

792          358 

1  In  descending  order  by  State  population. 

2  These  states  do  not  supplement  SSI. 

3  SSI/SSP  grant  level  varies  regionally  within  the  State. 

*  Disabled  payments  are  slightly  lower  than  those  in  the  aged  category. 
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Unsecured  Roll 


In  August  1980,  the  California  Supreme 
Court  ruled  that  the  unsecured  portion  of  1978— 
79  personal  property  taxes  collected  by  local 
government  be  based  on  the  prior  year  rate.  This 
ruling  makes  available  unanticipated  revenues  of 
about  $500  million.  Following  the  court  ruling, 
the  Legislature  enacted  Chapter  1354/80  and 
froze  the  use  of  this  one-time  revenue  allowing 
themselves  time  to  consider  the  proper  alloca- 
tion of  these  funds  in  the  forthcoming  budget 
year. 

At  the  time  the  local  government's  fiscal  relief 
was  first  contemplated  in  1978,  it  was  assumed 
that  the  rate  that  was  levied  on  the  unsecured 
roll  was  correct.  If  the  Legislature  had  known 
that  the  rate  that  was  eventually  required  by  the 
courts  would  have  resulted  in  these  additional 
funds  million  to  local  governments,  it  is  safe  to 
assume  the  fiscal  relief  package  would  have  been 
$500  million  less  than  it  was.  Furthermore,  since 
the  $500  million  in  tax  revenues  constitutes  a 
one-time  revenue  source,  it  is  essential  that  these 
one-time  monies  not  be  used  to  support  ongoing 
programs.  In  line  with  this  philosophy,  the  ad- 
ministration recommends  the  following: 

Replenish  the  Reserve  for  Economic 
Uncertainty — $250  million 

The  Legislature  has  established  a  Reserve  for 
Economic  Uncertainties.  Revenue  shortfalls  and 
proposed  deficiencies  will  require  that  $250  mil- 
lion be  transferred  from  that  reserve  to  the  Gen- 
eral Fund  during  1980-81.  There  will  then  be  a 
shortage  in  the  Reserve  in  the  Budget  year.  To 
replenish  the  reserve,  $250  million  of  the  un- 
secured roll  should  be  used  in  1981-82  to  bring 
that  reserve  back  to  the  level  authorized  by  the 
Legislature. 

One-time  Expenditure  Programs — $250  million 

The  remainder  of  the  funds  from  the  un- 
secured role  also  should  be  used  for  one-time 
expenditures. 

The  majority  of  these  proposals  represent  a 
commitment  to  preserve  the  capital  assets  of  the 
State  and  to  respond  to  the  critical  situation  in 


prison  facilities  at  the  State  and  local  level. 

Polychlorinated  Biphenyls — $30  million 

$30  million  should  be  used  to  implement  a 
comprehensive  statewide  program  to  replace  all 
electrical  distribution  system  equipment  that 
utilize  polychlorinated  biphenyl  (PCB)  sub- 
stances as  insulating  materials  in  state  facilities 
and  institutions.  The  equipment  containing  this 
substance  must  be  removed  to  eliminate  the 
related  public  health  hazards. 

Department  of  Corrections — Facilities 
Requirement  Plan — $27.7  million 

Population  pressures  upon  California's  prison 
system  have  increased  dramatically  in  recent 
years  because  of  increased  penalties  and  longer 
sentences  resulting  from  legislation  enacted 
within  the  last  five  years.  In  order  to  meet  the 
need  to  improve  existing  facilities  and  to  build 
new  prisons,  the  Department  of  Corrections  has 
developed  a  Facilities  Requirement  Plan  for  a 
comprehensive  capital  outlay  package  covering 
the  next  10  years.  The  1981-82  increment  of  the 
plan  is  $27.7  million  consisting  of: 

1 .  Partial  construction  of  two  500-bed  max- 

imum security  facilities  and  a  100- 
bed  minimum  service  facility  at  Te- 
hachapi.  This  proposed  appropria- 
tion will  finance  construction  costs 
anticipated  during  1981-82  including 
preliminary  site  development  work, 
utilities,  and  purchase  of  long  lead 
items.  Total  costs  for  this  facility  are 
estimated  at  $74  million $15.3  M 

2.  Preliminary  plans  and  working  drawings 

for  two  500-bed  maximum  security 
facilities  and  a  1 50-bed  minimum  se- 
curity service  facility  near  San  Diego. 
Total  cost  of  this  facility  is  expected 
to  exceed  $74  million. 

Upon  completion  of  new  facilities 
planned  for  San  Diego  and  Tehach- 
api,  the  Department  plans  to  raze  an 
equivalent  number  of  inadequate 
maximum  security  beds  located  at 
San  Quentin 5.5  M 

3.  Preliminary  plans  for  three  500-bed  max- 

imum security  facilities  and  a  200- 
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bed  minimum  security  service  facility 
at  Folsom.  Total  cost  of  this  facility  is 
expected  to  exceed  $100  million. 
Upon  completion,  the  Department 
plans    to    raze    existing    inadequate 

facilities  at  Folsom  Prison 4.9  M 

4.  Second  increment  funding  for  acquisition 
of  temporary  housing  for  lower  secu- 
rity prisoners.  Item  567(e)  of  Chap. 
510/80  appropriated  $9  million  for 
acquisition  and  installation  of  1,280 
temporary  housing  units  during  1980 
-81.  This  proposed  appropriation 
will  provide  funds  for  additional  tem- 
porary beds  pending  construction  of 
permanent  facilities 2.0  M 


Board  of  Corrections — County  Jail  Capital 
Expenditure  Program — $40  million 

This  $40  million  proposal  is  in  response  to  the 
enactment  of  AB  3245,  Chapter  1351/80,  which 
established  the  County  Jail  Capital  Expenditure 
Fund  for  1981-82  fiscal  year.  The  bill  requires 
the  Board  of  Corrections  to  conduct  needs  as- 
sessment surveys  for  county  corrections/deten- 
tion facilities.  These  surveys  include  review  of 
facilities,  incarceration  practices,  jail  population 
projections  and  assistance  in  development  of  ar- 
chitect design/programming.  The  program  is  in- 
tended to  provide  county  government  with 
reliable  data  for  purposes  of  making  decisions  on 
remodeling  or  construction  of  county  correc- 
tional facilities. 

In  accordance  with  provisions  of  Chapter 
1351/80,  several  administrative  procedures  are 
required  in  order  to  implement  the  County  Jail 
Capital  Expenditure  Program.  The  Board  of 
Corrections  will  develop  an  overall  plan  for  the 
County  Jail  Capital  Expenditure  Program.  This 
would  include  development  of  a  working  com- 
mittee, funding  criteria,  regulations,  public  hear- 
ings, and  technical  assistance  to  prospective 
agencies. 

As  a  result  of  informal  inspections  of  several 
local  facilities,  the  Board  of  Corrections  esti- 
mates a  minimum  need  for  $208  million  to  bring 
facilities  up  to  standards.  It  is  expected  that  the 
$40  million  will  be  disbursed  to  Counties  whose 
facilities  have  the  most  critical  health  and  secu- 
rity needs.  The  criteria  to  prioritize  these  needs 
by  county  will  be  developed  by  the  Board  of 
Corrections  in  conjunction  with  Legislative  rec- 
ommendations pursuant  to  Chapter  1351/80. 


Development  of  Information  Technology — $5 
million 

In  order  to  control  and  reduce  the  cost  of 
government  the  Administration  is  committed  to 
implementing  modern  information  technology. 
Legislation  is  being  proposed  to  establish  the 
Information  Technology  Revolving  Fund  with 
$5  million  to  be  used  for  search  and  demonstra- 
tion projects  and  support  statewide  electronic 
data  processing  projects  which  would  produce 
current  or  future  cost  savings,  but  for  which 
implementation  funding  is  not  currently  avail- 
able. Savings  generated  by  these  projects  will  be 
used  in  future  budget  cycles  to  replenish  the 
fund  and  to  improve  the  delivery  of  the  depart- 
mental programs. 

California  Community  Colleges — $5  million 

Because  of  shrinking  funds  in  the  wake  of 
Proposition  13,  combined  with  increasing  costs, 
the  Chancellor's  Office  has  estimated  there  is  a 
substantial  backlog  of  deferred  maintenance 
projects  needing  completion  at  community  col- 
leges. The  Governor's  Budget  for  1981-82  in- 
cludes $3,180,000  from  the  Capital  Outlay  Fund 
for  Public  Higher  Education  for  deferred  main- 
tenance and  special  repairs  with  the  funds  to  be 
allocated  by  the  Chancellor's  Office.  An  addi- 
tional $5  million  from  the  unsecured  property 
tax  roll  should  be  used  to  further  reduce  the 
deferred  maintenance  backlog. 

Education  (K-12) — $142.3  million 

A  similar,  yet  larger  ($900  million)  deferred 
maintenance  problem  exists  for  K-12  school 
facilities.  The  remaining  $142.3  million  of  the 
unsecured  roll  should  be  used  to  reduce  this 
problem.  In  allocating  these  funds,  the  State  Al- 
location Board  should  give  special  consideration 
to  the  following  factors: 

1 .  the  severity  of  the  District's  deferred  main- 
tenance problems. 

2.  evidence  that  the  District  has  committed 
an  appropriate  portion  of  its  own  funds  for 
maintenance,  and 

3.  the  full  utilization  of  the  district's  facilities. 

Method  of  Implementation 

The  unsecured  property  tax  is  collected  by 
local  government.  In  order  to  minimize  confu- 
sion which  might  occur  in  transferring  funds 
from  local  government  to  the  state,  it  is  proposed 
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that  General  Fund  expenditures  which  would  be  The  reductions  are  as  follows: 

transferred  to  local  government  be  reduced  by        Homeowners  Property  Tax 

the  $500  million  currently  estimated  as  revenues  Relief 209  million 

from  the  unsecured  roll.  Personal  Property  Tax  Relief. 26  million 

K-12  Education 265  million 

Total $500  million 
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Program  Presentations 


Environment 

ENERGY 

Planning  for  an  affordable,  secure,  and  safe 
energy  future  remains  one  of  our  most  important 
challenges.  Electricity  and  natural  gas  prices, 
which  have  approximately  doubled  in  the  last  18 
months,  will  continue  to  increase  in  1981.  Rising 
energy  prices,  continued  energy  waste,  and  de- 
pendence on  foreign  oil  undermine  California's 
economy  by  contributing  to  inflation  and  divert- 
ing dollars  out  of  the  State. 

This  year's  state  energy  programs  are  based 
on: 

•  Reducing  State  government  energy  expend- 
itures through  the  implementation  of  cost- 
effective  conservation,  cogeneration,  and 
renewable  resource  technologies. 

•  Promoting  cost-effective  conservation  in- 
vestments at  home  and  work  through  the 
provision  of  audits,  tax  incentives,  and  di- 
rect financial  assistance  by  utilities. 

•  Developing  efficient  and  renewable  energy 
production  technologies  such  as  cogenera- 
tion, solar  energy,  biomass,  and  wind  ener- 
gy to  reduce  the  State's  dependence  on 
foreign  oil. 

•  Expediting  development  of  California's 
heavy  oil  reserves. 

The  goal  of  California's  State  operations  ener- 
gy program  is  to  minimize  life  cycle/energy 
costs  by  selecting  and  implementing  cost-effec- 
tive energy  conservation  and  energy  production 
technologies.  California  now  spends  in  excess  of 
$250  million  dollars  annually  for  energy  used  in 
State  facilities.  Through  investments  that  em- 
phasize conservation  and  efficient  production, 
the  State  can  help  stabilize  the  future  impacts  of 
energy  costs  on  State  budgets.  The  1981-82 
budget  proposes  expenditures  to  help  reduce 
State  energy  use  by  20%,  to  begin  the  develop- 
ment of  400  megawatts  of  cogeneration  and  to 
develop  renewable  energy  sources  at  State  facili- 
ties. 

The  Energy  Assessments  Program  of  the  De- 
partment of  General  Services,  working  with  the 
Energy  Commission  and  the  Office  of  Appropri- 
ate Technology,  is  responsible  for  assuring  that 


State  agencies  reach  the  Governor's  goals  of  de- 
veloping 400  megawatts  of  cogeneration  and  a 
20%  reduction  in  energy  use  by  1983.  To 
achieve  these  goals,  the  Energy  Assessments 
Group  reviews  potential  energy  investments, 
and  conducts  engineering  feasibility  studies  for 
the  most  promising  projects.  Through  the  State 
Operations  Energy  Task  force,  the  Assessments 
Group  provides  technical  assistance  to  other 
agencies  and  coordinates  the  implementation  of 
the  20%  reduction  goal. 

State  agencies,  working  with  California's  utili- 
ties, have  developed  a  comprehensive  residential 
energy  conservation  program  as  well  as  pro- 
grams to  assist  businesses  and  industries.  Cur- 
rent programs  include  free  energy  audits, 
no-interest  financing  for  conservation  measures, 
a  40%  income  tax  credit  for  conservation  meas- 
ures, and  accelerated  depreciation  for  business 
conservation  investments.  New  Residential 
Building  Standards,  to  be  adopted  by  the  Energy 
Commission  in  early  1981,  will  save  California 
households  billions  of  dollars  in  avoided  energy 
costs  over  future  decades. 

As  a  result  of  legislative  and  administrative 
actions  over  the  past  few  years,  California  is  now 
the  recognized  leader  in  the  development  and 
implementation  of  efficient,  renewable  energy 
technologies.  State  actions  have  led  to  the  suc- 
cessful development  of  cogeneration,  biomass, 
small  hydro,  and  wind  projects,  and  private  in- 
terest and  activity  in  these  areas  is  rapidly  grow- 
ing. The  State's  55%  solar  tax  credit,  renewed  by 
the  Legislature  in  1980,  has  provided  an  incen- 
tive for  the  installation  of  thousands  of  solar 
units  throughout  California. 

California's  heavy  oil  reserves,  a  resource 
equivalent  in  size  to  Alaska's  North  Slope,  is  a 
key  to  ending  California's  dependence  on  for- 
eign oil  sources.  Administration  and  legislative 
actions  over  the  last  few  years  have  sought  to 
secure  non-discriminatory  Federal  tax  and  pric- 
ing treatment  for  heavy  oil,  and  to  expedite  the 
approval  of  new  recovery  operations. 

The  Governor's  Proposed  1981-82  budget 
maintains  and  expands  the  energy  programs  dis- 
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cussed  above.  New  programs  for  1981-82  are 
funded  primarily  from  the  Energy  and  Re- 
sources Fund  (ERF) ,  created  by  the  Legislature 
in  1980  and  are  detailed  below. 

In  1981-82,  under  the  direction  of  the  State 
Lands  Commission,  $1  million  from  ERF  will 
provide  for  the  design  and  construction  of  a  300 
kilowatt  demonstration  Solar  Pond  Power  Plant 
at  Owens  Dry  Lake.  This  project  is  based  on  the 
highly  successful  solar  pond  power  plant  at  the 
Dead  Sea  in  Israel  and  offers  the  long  term  po- 
tential of  replacing  50  million  barrels  of  oil  per 
year  used  for  electrical  power  production  in  Cal- 
ifornia. 

$2,250,000  from  the  Energy  and  Resources 
Fund  will  serve  as  the  Energy  Commission's 
share  to  begin  the  design  and  construction  of  a 
five  megawatt  solar  pond  power  demonstration 
project  at  the  Salton  Sea.  Other  participants  in 
this  project  are  the  Federal  Department  of  Ener- 
gy and  Southern  California  Edison. 

$500,000  has  been  appropriated  from  the  En- 
ergy and  Resources  Fund  in  the  current  year  to 
the  Department  of  Parks  and  Recreation  to 
retrofit  solar  equipment  to  existing  park  facili- 
ties. The  $500,000  solar  retrofit  program  will  be 
renewed  and  supplemented  by  a  new  $62,760 
energy  audit  program  funded  from  the  State 
Park  and  Recreation  Fund. 

As  a  part  of  the  Cogeneration  Blueprint  to 
develop  400  megawatts  of  cogeneration  capacity 
at  State  facilities  by  1990,  the  Department  of 
Developmental  Services  1981-82  construction 
program  includes  $1,762,835  for  cogeneration 
systems  at  Agnews,  Camarillo,  Lanterman, 
Napa,  and  Stockton  State  Hospitals. 

A  conservation  and  comfort  temperature  con- 
ditioning system  costing  $2,108,740  is  planned 
at  Napa  State  Hospital  for  patient  occupied 
areas.  The  use  of  insulation,  shading  devices, 
and  other  conservation  measures  provides  a  sub- 
stantial savings  over  the  standard  refrigerated 
air  conditioning  systems. 

For  the  1981-82  fiscal  year,  the  Department 
of  Corrections  proposes  to  replace  and  renovate 
several  utility  systems  at  various  institutions  to 
provide  improved  energy  efficiency,  conserva- 
tion, and  increased  opportunities  for  energy  sav- 
ings. $733,925  in  Energy  and  Resources  Funds 
is  included  for  reducing  energy  use  by  replacing 
faulty  gas  and  hot  water  lines,  boilers  and  fuel 
burners,  a  security  lighting  system,  and  a  heat 


miser  recovery  system.  Additionally,  $2,158,500 
(ERF)  is  proposed  to  integrate  geothermal  and 
cogeneration  technologies  as  an  integral  part  of 
the  institution's  daily  operations.  This  includes 
the  design  and  construction  of  a  Direct  Heat 
Geothermal  project  at  Susanville,  planning 
funds  for  potential  cogeneration  systems  at  Cali- 
fornia Training  Facility  and  California  Institu- 
tion for  Men,  and  feasibility  study  funds  for 
cogeneration  systems  at  Sierra  Conservation 
Center,  Deuel  Vocational  Institution,  and  Cali- 
fornia Men's  Colony. 

The  University  of  California  has  proposed 
three  support  programs  for  funding  from  ERF; 
(1)  $231,080  for  the  Appropriate  Technology 
Program;  (2)  $260,750  for  Utilities  Conserva- 
tion, and;  (3)  $155,250  for  the  Energy  Institute. 
These  funds  will  be  used  to  generate,  assemble 
and  disseminate  information  on  technologies 
that  are  environmentally  sound,  reduce  depend- 
ence upon  non-renewable  resources,  and  offer 
practical  alternatives  to  the  current  level  and 
pattern  of  resources  consumption. 

The  funding  for  capital  outlay  energy  conser- 
vation measures  in  1981-82  for  Higher  Educa- 
tion is  proposed  from  two  sources,  (1)  Capital 
Outlay  Fund  for  Public  Higher  Education 
(COFPHE),  and  (2)  the  Energy  and  Resources 
Fund. 

$1,039,000  from  COFPHE  will  provide  work- 
ing drawing  and  construction  funds  for  a  natural 
gas  service  electrical  cogeneration  facility  at  Da- 
vis and  energy  conservation  building  retrofit  for 
the  Riverside  campus.  $527,250  from  ERF  is 
proposed  for  funding  preliminary  plans  for  a 
cogeneration  facility  at  Berkeley,  San  Diego  and 
the  San  Francisco  campuses. 

For  the  State  University  and  Colleges,  plan- 
ning funds  are  proposed  for  new  cogeneration 
plants  at  State  University  Northridge,  State 
Polytechnic  University  Pomona,  San  Jose  State 
University,  and  State  Polytechnic  University 
San  Luis  Obispo.  In  addition,  $1.2  million  for 
construction  funds  are  proposed  for  a  system- 
wide  energy  conservation  retrofit  program,  and 
$3.6  million  for  the  construction  of  a  cogenera- 
tion plant  at  San  Diego  State  University.  These 
programs  will  be  funded  by  $5.3  million  from 
COFPHE  and  $207,000  from  ERF. 

For  the  California  Maritime  Academy, 
$277,500  from  COFPHE  is  proposed  for  plan- 
ning and  construction  funds  for  a  wind  turbine 
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electric  power  generator  which  will  provide  an 
alternative  source  of  power  sufficient  to  meet 
most  of  the  electrical  needs  of  the  Academy. 

In  addition  to  the  energy  proposals  detailed 
above,  in  1981-82,  $1,004,754  from  the  Energy 
Resources  Conservation  and  Development  Spe- 
cial Account  will  provide  permanent  support  to 
the  California  Conservation  Corps'  Energy  Con- 
servation residential  center  located  at  Green- 
wood, California  further  reducing  energy 
consumption. 

CONSERVATION 

As  California's  population  increases,  the  State 
has  a  growing  responsibility  to  carefully  manage 
its  natural  resources  for  the  benefit  of  present 
and  future  generations.  To  meet  this  public 
trust,  over  $59  million  from  the  Energy  and  Re- 
sources Fund  (ERF)  has  been  allocated  to  de- 
partments in  the  Resources  Agency  and  to  the 
Department  of  Food  and  Agriculture.  The  pro- 
grams and  projects  being  supported  are  directed 
to  conserve,  restore  and  enhance  California's 
bountiful  but  threatened  resources.  Some  of  the 
initiatives  are  detailed  below. 

The  Department  of  Forestry  will  be  embark- 
ing upon  two  new  resource  management  pro- 
grams during  1981-82  funded  from  ERF.  The 
first  is  a  $4  million  Wildfire  and  Chaparral  Man- 
agement Program,  an  expansion  of  the  current 
Vegetation  Management  pilot  program  designed 
to  reduce  the  potential  damage  of  the  fire/flood 
cycle.  The  second  program  will  provide  $2.2  mil- 
lion for  community  urban  forestry  nurseries. 

The  Department  of  Water  Resources'  con- 
tinuing efforts  to  conserve  the  State's  water  sup- 
plies, includes  $7,739,000  in  Energy  and 
Resources  funds  for  water  conservation.  $  1 ,039,- 
800  is  for  the  continuation  of  efforts  to  identify 
new  and  innovative  methods  of  conservation; 
$4,680,000  for  construction  of  a  1  million  gallon 
per-day  reverse  osmosis  desalter;  $1,678,200  to 
distribute  water  conservation  devices  to  Califor- 
nia homes  and;  $341,000  for  implementation  of 
an  urban  water  conservation  program. 

The  1981-82  budget  for  the  Water  Resources 
Control  Board  includes  $2,000,000  from  the  En- 
ergy and  Resources  Fund  to  initiate  desiltation 
efforts  in  Upper  Newport  Bay.  The  funds  will 
augment  local  resources  for  construction  of  a 
sedimentation  basin,  necessary  to  combat  exten- 


sive sedimentation  now  taking  place  and  ad- 
versely impacting  the  habitat  of  the  bay. 

The  Department  of  Fish  and  Game  proposes 
several  programs  to  enhance  fisheries  and  wild- 
life. A  $6.3  million  modernization  and  expan- 
sion effort  for  Nimbus  Fish  Hatchery  for  the 
improved  production  of  salmon  is  included.  In 
addition  to  being  an  ecological  indicator,  salmon 
support  a  commercial  fishery  contributing  over 
$40  million  to  California's  economy  each  year, 
and  the  salmon  sport  fishery  contributes  over 
$17  million  to  the  State's  economy  annually. 
Further,  it  is  expected  that  this  investment  in 
habitat  improvement  will  benefit  many  other 
fish  including  steelhead  and  other  trout,  restore 
water  quality,  reduce  soil  erosion,  and  provide 
recreational  opportunities. 

The  Department  also  proposes  in  1981-82  to 
continue,  through  the  use  of  $2.9  million  from 
ERF,  their  ongoing  contractual  programs  with 
the  CCC  and  local  governments  for  the  recon- 
struction of  spawning  riffles  and  the  removal  of 
stream  blockages  which  impede  adult  salmon 
migration.  The  project  is  expected  to  result  in 
the  restoration  of  over  500  miles  of  coastal 
salmon  and  steelhead  spawning  and  nursery 
habitat.  Funds  have  also  been  included  for  wild- 
life habitat  improvement  and  wetlands  enhance- 
ment. 

The  Department  of  Parks  and  Recreation  pro- 
poses a  $10  million  increase  in  the  Roberti- 
Z'berg  Urban  Open  Space  Program  funded  from 
ERF.  $6  million  will  be  utilized  to  improve  fish- 
ing facilities  in  urban  areas.  The  Department's 
resource  management  program  will  be  increased 
from  $500,000  ERF  in  the  current  year  to 
$1,073,000  from  the  State  Park  and  Recreation 
Fund. 

Other  projects  proposed  for  funding  from  the 
Energy  and  Resources  Fund  include:  a  $12.5 
million  Agricultural  Resources  Investment 
Fund  for  protection  of  renewable  resources  in 
agriculture;  $2,835,000  for  beach  erosion  control 
projects;  $190,000  for  waterway  access  sites  on 
the  Sacramento  River;  $1.5  million  for  coastal 
access  and  lagoon  enhancement  projects;  and 
$752,678  for  geologic  mapping  and  soils  data 
collection. 

Finally,  Chapter  250,  Statutes  of  1980  author- 
izes the  issuance  of  up  to  $285  million  in  bond 
funds  for  parklands  acquisition  and  develop- 
ment and  the  preservation  of  coastal  resources. 
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The  Coastal  Conservancy  proposes  to  allocate 
$16  million  for  grants  to  counties,  cities,  and 
districts  for  the  acquisition,  development, 
rehabilitation,  and  restoration  of  real  property, 
or  the  acquisition  of  any  interest  in  real  prop- 
erty, necessary  for  the  implementation  of  local 
coastal  programs  and  for  the  implementation  of 
projects  in  the  San  Francisco  Bay. 

The  Conservancy  also  has  an  additional  $10 
million  available  from  the  Bond  Act  to  support 
its  ongoing  programs.  In  1981-82,  expenditures 
of  $2,575,065  are  proposed  for  various  acquisi- 
tion and  restoration  projects  within  the  coastal 
zone. 

For  projects  in  the  Santa  Monica  Mountains 
Zone,  this  budget  allocates  $4  million  from  the 
Parklands  Fund  of  1980  to  the  Santa  Monica 
Mountains  Conservancy. 


TOXIC  MATERIALS  AND 
HAZARDOUS  WASTES 

The  increasing  use  and  disposal  of  toxic 
materials  continues  to  threaten  human  health 
and  the  environment.  The  rush  to  use  and  dump 
these  materials  in  the  past  has  led  to  industrial 
cancer,  hazardous  waste  dumps,  and  polluted 
water  today.  Not  only  is  the  volume  of  toxic 
substances  increasing,  but  literally  hundreds  of 
new  chemical  compounds  are  being  introduced 
each  year  for  industrial,  agricultural,  and  do- 
mestic applications.  An  estimated  35,000  chemi- 
cal compounds,  currently  on  the  market  in  the 
United  States,  are  classified  by  the  federal  Envi- 
ronmental Protection  Agency  as  being  either 
definitely  or  potentially  hazardous  to  human 
health. 

Nearly  every  region  of  the  state  is  experienc- 
ing some  level  of  contamination.  Examples  are 
widespread:  findings  of  DBCP  in  San  Joaquin 
and  Imperial  Valley  wells,  increasing  evidence  of 
TCE  groundwater  contamination  in  Southern 
California,  the  contamination  of  groundwater  in 
the  Rancho  Cordova  and  Lathrop  areas  by  toxic 
waste  disposal,  and  the  recent  discovery  of  as- 
bestos fibres  in  the  Central  Valley  Water  Project. 
These  surface  and  groundwater  sources  supply 
drinking  water  to  over  60  percent  of  the  state's 
23  million  residents.  The  ever-increasing  inci- 
dence of  toxic  pollutants  to  the  state's  waters 
requires  increased  vigilance  by  the  state  through 
its  detection,  monitoring  and  enforcement  ac- 


tivities. Additionally,  a  central  focus  of  the  Ad- 
ministrations toxic  initiatives  are  the  prevention 
of  adverse  human  health  effects  resulting  from 
community  exposures  to  toxic  chemicals  in  the 
environment.  Among  these  are  mutation  and 
cancer-causing  substances.  Of  immediate  con- 
cern are  emergencies  due  to  chemicals  surfacing 
around  uncontrolled  waste  disposal  sites 
throughout  the  state.  The  nature  and  extent  of 
this  problem  is  reflected  in  the  incidence  at: 

•  Stringfellow    Quarry,    Riverside    County 
(inorganic  acids  and  heavy  metals) 

•  Bolsa  Chica  Site,  Huntington  Beach  (pe- 
troleum acid  tars) 

•  McColl  Site,  Orange  County  (petroleum 
acid  tars,  PCB's) 

•  Occidental  Site,  Lathrop  (pesticide  produc- 
tion wastes) 

•  Transformer  Mfg.  Site,  Oakland  (PCB  con- 
tamination) 

Last  year  we  undertook  an  ambitious  pro- 
gram to  combat  toxic  proliferation.  We  doubled 
our  enforcement  resources  and  increased  our  re- 
search and  standard-setting  abilities.  In  all,  the 
Administration  proposed  and  the  Legislature 
approved  in  fiscal  year  1980-81  approximately 
$6  million  for  this  initial  effort.  These  budget 
initiatives  were  supplemented  by  14  new  bills  to 
strengthen  toxics  control. 

This  year  the  Administration  proposes  further 
increases  in  inspection  and  cleanup  activity,  cou- 
pled with  a  forceful  program  to  obtain  a  net 
reduction  in  the  use  of  toxic  materials  and  in  the 
production  of  hazardous  waste. 

The  following  is  a  general  summary  of  ex- 
penditures proposed  in  various  program  budgets 
for  1981-82.  $30  million  is  set  aside  to  replace 
all  faulty  electrial  distribution  systems  in  state 
facilities  that  use  the  carcinogenic  and  biologi- 
cally dangerous  PCBs  (polychlorinated  biphe- 
nyls).  This  is  a  costly  but  imperative  task  for 
governments,  public  utilities,  and  other  major 
users  of  large  electrical  equipment  in  our  society. 
These  costs  are  much  greater  than  the  costs  of 
prevention  would  have  been,  yet  for  less  than  the 
cost  to  all  of  us  from  having  PCBs  leak  into  our 
environment 

The  Administration  proposes  the  addition  of 
$5.1  million  to  increase  enforcement  capability 
of  the  Highway  Patrol,  Department  of  Indus- 
trial Relations,  State  Water  Resources  Control 
Board,   and  Department  of  Health  Services. 
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These  monies  will  also  increase  standard-setting 
abilities  of  the  Air  Resources  Board  for  airborne 
carcinogens,  and  Department  of  Health  services 
personnel  to  stimulate  recycling  and  alternative 
waste  disposal  techniques. 

More  specifically  under  the  provisions  of 
Chapter  805,  Statutes  of  1980,  effective  January 
1,  1981.  The  Office  of Emergency  Services  will 
develop  emergency  response  plans  for  hazard- 
ous/toxic materials  and  develop  and  maintain  a 
central  hazardous  substance  information  center 
regarding  spills  of  toxic  materials.  Included  in 
this  budget  is  an  increase  of  $40,3 14  to  purchase 
6  kits  of  specialized  equipment  necessary  for  the 
proper  handling  of  accidents  involving  hazard- 
ous materials.  These  kits  will  be  strategically 
prepositioned  throughout  the  State. 

The  Department  of  Industrial  Relations 
budget  includes  $242,677  and  5  positions  to  in- 
crease the  number  of  compliance  studies  of  tar- 
geted industries  where  employees  are  exposed  to 
toxic  substances  and  increase  the  initiation  of 
compliance  actions  in  the  case  of  violations. 
There  will  also  be  added  emphasis  on  criminal 
prosecution  in  the  occupational  health  field 
where  toxic  substances  are  at  issue. 

The  Air  Resources  Board  has  included  in  its 
program  $964,582  and  15.5  positions  to  expand 
its  toxics  program  by: 

1.  A  more  in-depth  assessment  and  monitor- 
ing of  Board  sponsored  research  contracts; 

2.  Increasing  enforcement  efforts  to  assure 
compliance  with  adopted  emission  control 
standards; 

3.  Studying  and  evaluating  the  impact  of  die- 
sel  particulates  and  aldehydes; 

4.  Analyzing  the  impact  of  synthetic,  alterna- 
tive fuel  use;  and, 

5.  Increasing  the  extramural  research  budget 
as  it  relates  to  toxics. 

The  Water  Resources  Control  Board  will  in- 
crease program  expenditure  relating  to  preven- 
tion of  toxic  pollutants  to  the  State's  surface  and 
groundwaters  by  $1,419,783  and  23.5  positions. 
The  Board  will  continue  to  monitor,  inspect,  and 
regulate  the  storage  and  discharge  of  toxic  pollu- 
tants. In  addition,  for  1981-82  the  Board  will 
increase  efforts  to  identify  and  assess  abandoned 
disposal  sites  and  increase  inspections  of  existing 
permitted  sites.  The  Board  will  begin  implemen- 
tation of  a  toxic  pretreatment  program  designed 
to  remove  toxic  pollutants  at  their  source.  Also, 


the  Board  will  increase  efforts  to  abate  toxic 
pollution  stemming  from  abandoned  mines. 

The  budget  of  the  Department  of  the  Califor- 
nia Highway  Patrol includes  $158,403  and  4  po- 
sitions to  implement  the  provisions  of  SB  825 
which  mandates  the  annual  inspection  of  each 
truck,  trailer,  vacuum  tank,  container  and  cargo 
tank,  domiciled  in  California,  that  transport 
hazardous  waste. 

The  Department  of  Health  Services  budget 
includes  $2,276,884  and  43  positions  to  increase 
the  Departments'  surveillance  and  enforcement 
activities  to  reduce  the  illegal  disposal  of  toxic 
wastes. 

In  addition  to  increased  enforcement  of  the 
laws  governing  the  disposal  of  these  wastes,  the 
Department  proposed  to: 

1.  continue  searching  for  abandoned  chemi- 
cal waste  sites; 

2.  investigate  new  approaches  to  recycling,  or 
neutralizing  waste  products; 

3.  criteria  for  new  hazardous  waste  sites  and 
conduct  technical  investigations  of  potential 
sites; 

4.  assess  the  effects  of  toxic  chemicals  on  hu- 
mans near  chemical  waste  sites;  and 

5.  identify  birth  defects  related  to  environ- 
mental factors. 

The  budget  also  proposes  the  implementation 
of  a  comprehensive  statewide  program  at  a  cost 
of  $30,000,000  to  replace  all  electrical  distribu- 
tion system  equipment  in  state  facilities  and  in- 
stitutions that  utilize  polychlorinated  biphenyl 
(PCB)  substances  as  an  insulating  material. 
Equipment  containing  this  carcinogenic  sub- 
stance must  be  removed  to  eliminate  the  related 
public  health  hazards. 

PESTICIDES 

Under  existing  State  law  and  under  delega- 
tions of  authority  from  the  Environmental  Pro- 
tection Agency  the  Department  of  Food  and 
Agriculture  is  responsible  for  registering  all  pes- 
ticides prior  to  sale  for  use  in  California  and  for 
regulating  and  controlling  pesticide  use.  Pesti- 
cide use  in  the  State  has  increased  dramatically 
in  the  past  decade,  and  with  that  increase  has 
come  an  awareness  of  the  dangers  inherent  in 
chemical  solutions  to  pest  problems.  Experience 
has  taught  that  pesticides  can  contaminate  water 
supplies,  leave  toxic  residues  on  produce,  injure 
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farmworkers'  health,  and  damage  non-target 
crops.  At  the  same  time,  judicious  application  of 
pesticides  insures  continued  agricultural  pro- 
ductivity which  benefits  the  general  public 
through  lower  food  costs  and  promotes  the  eco- 
nomic stability  of  the  agricultural  industry. 

Recognizing  both  the  benefits  and  potential 
dangers  of  chemical  control  of  pests,  the  Legisla- 
ture enacted  Chapter  308,  Statutes  of  1978, 
which  mandates  that  pesticide  usage  in  Califor- 
nia conform  to  safety  standards  set  by  the  Cali- 
fornia Environmental  Quality  Act. 

As  a  result,  the  Department  of  Food  and 
Agriculture  significantly  expanded  its  ongoing 
State/local  regulatory  program  in  1979-80  to 
assure  that  food  products  and  the  environment 
are  free  from  potentially  harmful  pesticide  resi- 
dues. The  new  Pesticide  Regulatory  Program, 
which  has  been  phased  in  over  three  years  begin- 
ning in  1979-80,  requires  substantial  product 
information  before  a  pesticide  can  be  registered 
for  sale  in  California,  increases  county  enforce- 
ment activities  by  approximately  80  percent,  and 
provides  for  state  testing  of  the  environmental 
and  health  impact  of  pesticides. 

In  1979-80,  the  registration  phase  of  the  pro- 
gram was  partially  implemented  using  existing 
resources.  In  the  current  year,  a  total  of 
$11,993,076  ($9,567,842  for  State  operations 
and  $2,425,234  for  county  operations)  was  pro- 
vided for  pesticide  control,  integrated  pest  man- 
agement and  environmental  monitoring,  worker 
health  and  safety,  and  county  pesticide  regula- 
tory activities. 

1981-82  represents  the  first  year  of  full  fund- 
ing for  the  program.  State  operations  have  been 
increased  from  $9,567,842  to  $10,199,063  to 
complete  the  phase-in  of  new  regulatory  activi- 
ties. General  Fund  transfers  to  county  agricul- 


tural commissioners  have  been  augmented  from 
$2,425,234  to  $2,880,912  to  provide  full  year 
funding  for  the  county  portion  of  the  program. 
The  total  cost  of  the  program  in  1981-82,  in- 
cluding local  assistance  supported  by  the  Agri- 
cultural Fund,  is  $16,731,246. 


EARTHQUAKE 

Recent  scientific  evidence  indicates  the  high 
probability  of  a  major  earthquake  in  California 
within  the  next  30  years.  An  earthquake  of 
Richter  magnitude  7  or  greater  in  Southern  Cali- 
fornia could  result  in  3,000  to  23,000  deaths  and 
property  damage  of  $15  billion  to  $70  billion. 
Reviews  by  public  officials  agree  that  neither 
California  nor  the  federal  government  is  suffi- 
ciently prepared  for  such  a  catastrophic  earth- 
quake. 

The  Administration  is  proposing  the  addition 
of  over  $4.5  million  for  the  1981-82  budget  to 
increase  the  State's  readiness  to  respond  to  a 
major  earthquake.  The  program  will  be  coor- 
dinated with  the  federal  government  and  local 
agencies.  A  major  component  will  be  the  in- 
volvement of  the  private  sector.  This  compre- 
hensive effort  is  intended  to  increase  the  State's 
readiness  through  clarification  of  authority  and 
command,  public  education  and  volunteer  train- 
ing and  identification  of  private  and  public  re- 
sources for  response  and  recovery. 

The  following  is  a  display  of  the  various 
proposed  activities.  Although  the  entire  pro- 
gram is  included  in  the  budget  of  the  Office  of 
Emergency  Services,  funds  are  proposed  to  be 
allocated  to  other  key  departments  for  contract- 
ed services. 
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Activity 

Task  Force  Administration 


Comprehensive  Emergency 
Management  Office 


Emergency  Public 
Information  Center 
(EPIC) 


Description 
Initial  design  and  direction  of  the  Earthquake  Preparedness  and  Response  Program  is 
being  provided  by  the  Governor's  Emergency  Task  Force  on  Earthquakes  consisting  of 
representatives  of  several  departments  and  agencies  within  State  government. 
The  Task  Force  will  be  formalized  by  the  authority  of  a  forthcoming  Executive  Order, 
expanding  the  organization  to  include  a  Steering  Committee,  about  30  functional  Advi- 
sory Committees  and  a  State  Planning  Committee.  In  addition  to  various  departmental 
representatives,  these  committees  will  include  executives  from  the  private  sector  and 
local  officials,  appointed  by  the  Governor.  It  is  anticipated  that  the  Task  Force  Steering 
Committee  will  transfer  its  functions  to  a  Comprehensive  Emergency  Management 
group  in  the  budget  year  through  legislation  or  executive  order. 
A  small  increase  in  staff  and  operating  expenses  in  the  Office  of  Emergency  Services  will 
be  required  to  support  the  executive  director  of  the  Task  Force  and  to  coordinate  and 
support  the  activities  of  the  various  Advisory  Committees,  primarily  for  travel  and  per 
diem  expenses  of  private  sector  members  of  the  committees. 

This  office  will  be  created  through  legislation  or  executive  order  to  provide  a  permanent 
structure  to  assume  the  functions  of  the  Steering  Committee  of  the  Governor's  Emer- 
gency Task  Force  on  Earthquakes.  The  group  will  monitor  the  activities  of  the  Advisory 
and  State  Planning  Committees  and  report  their  activities  directly  to  the  Governor. 
Although  created  initially  to  direct  earthquake  planning,  the  Office  could  serve  to  focus 
greater  attention  on  all  emergency  planning  particularly  for  hazard  mitigation  and 
disaster  recovery. 

An  Emergency  Public  Information  Center  (EPIC)  will  be  created  with  the  support  and 
general  direction  of  Office  of  Emergency  Services,  but  with  the  participation  of  repre- 
sentatives from  the  private  sector,  community  organizations  and  various  governmental 
agencies.  The  purpose  of  the  Center  will  be  to  inform  and  educate  the  general  public, 
private  businesses  and  community  groups  of  earthquake  hazards  and  of  the  need  to 
prepare  for  the  effects  of  a  catastrophic  earthquake  or  other  types  of  major  disasters. 
Information  will  be  disseminated  by  telephone,  brochure  and  scheduled  formal  presenta- 
tions. 


1981-82 
Expenditures 
$235,000 
3  pos. 


$300,000 
7  pos. 


$780,000 
9  pos. 


Emergency  Management 
Information  System 
(EMIS) 


Volunteer  and  Neigh- 
borhood Training 


Command  and 
Communications 


Various  departments  will  participate  in  the  development  of  a  computerized  Emergency 
Management  Information  System  (EMIS)  which  will  be  used  to  develop  models  of 
earthquake  effects  at  various  magnitudes  and  which  will  test  response  capability.  During 
an  earthquake  emergency,  EMIS  will  serve  as  a  real-time  operations  center  to  identify 
and  dispatch  resources  to  respond  to  the  earthquake. 

Studies  of  disaster  response  indicate  that  the  general  public  and  local  officials  must  be 
relied  upon  to  respond  during  the  first  six  to  eight  hours  before  outside  help  in  the  form 
of  the  National  Guard  or  other  organized  assistance  can  be  rendered.  The  Departments 
of  Social  Services,  Health  Services,  Forestry,  the  California  Highway  Patrol  and  the 
California  Specialized  Training  Institute  (CSTI)  will  train  both  individual  volunteers 
and  neighborhood  self-help  teams  in  earthquake  preparedness  and  response. 
Another  feature  of  this  program  will  be  a  full-scale  exercise  which  will  test  earthquake 
response  capabilities  using  both  volunteer  and  governmental  participants. 
The  purpose  of  this  activity  is  to  clarify  legal  authority  in  an  earthquake  emergency  and 
therefore  increase  the  capability  of  governmental  agencies  to  assume  command  and 
provide  vital  communications  during  an  earthquake  emergency  affecting  a  neighboring 
jurisdiction.  Such  a  program  will  include  refinement  of  the  Disaster  Support  Area 
(DSA)  concept.  The  underlying  concept  of  a  DSA  is  to  provide  a  location  outside  the 
immediate  disaster  area  to  serve  as  a  command  post  for  dispatch  of  assistance  and 
treatment  of  casualties. 


$1,000,000 


$2,000,000 


$248,000 
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Crime  Prevention  and  Law  Enforcement 


Crime  in  California  has  risen  considerably  in 
recent  years  and  tougher  penalties  for  criminal 
activity  have  been  enacted.  Recent  legislation 
has  imposed  mandatory  sentences  and  increased 
penalties  for  violent  offenses,  and  the  population 
of  state  prisons  and  local  jails  has  grown  accord- 
ingly. 

Therefore,  this  budget  provides  an  increase  of 
over  $120  million  to  provide  subsistance  for  ad- 
ditional inmates,  construct  prisons  and  improve 
local  jails,  to  assist  local  law  enforcement  offi- 
cers and  district  attorneys  and  to  provide  assist- 
ance to  victims  of  violent  crimes.  In  addition 
several  programs  which  were  previously  fi- 
nanced from  federal  funds  but  which  are  no 
longer  available  will  be  continued  into  1981-82 
with  General  Fund  support. 

Following  is  a  consolidated  display  of  the  ex- 
penditures proposed  in  1981-82  for  those  vari- 


ous state  agencies  affected  by  this  program. 
Expenditures  are  for  state  operations,  construc- 
tion and/or  planning,  and  local  assistance.  More 
complete  descriptions  of  the  expenditures  may 
be  found  in  the  budgets  of  the  appropriate  de- 
partments. 


SUMMARY 

Fiscal  Year  1981-82 
Organization  Proposed  Expenditures    Positions 

Department  of  Justice $2,766,130  75.0 

Commission  on  Peace  Officers'  Stand- 
ards and  Training 3,586,332  1.5 

Department  of  Corrections 54,400,000  805.5 

Department  of  Youth  Authority  3,569,000  42.4 

Board  of  Corrections 40,000,000  0.0 

Office  of  Criminal  Justice  Planning ..            10,785,685  6.5 

Department  of  the  Military 1,092,000  28.0 

Judicial 5,154,000  138.8 

Total $121,353,147  1,097.7 

General  Fund 111,600,690  1,079.2 

Special  Funds 9,687,208  18.5 

Federal  Funds 65,249  0.0 
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Organization 
Department  of  Justice 


Commission  on  Peace  Officers' 
Standards  and  Training 


Department  of  Corrections 


Department  of  Corrections 


Department  of  Youth  Authority 


Board  of  Corrections 


Supreme  Court 
Courts  of  Appeal 

Judicial  Council 


Commission 
formance 


on    Judicial    Per- 


Description 
Law  Enforcement 

Workload  Adjustments.  The  1981-82  budget  reflects  increases  in  several  important  law 
enforcement  programs  in  this  department.  Some  of  the  programs  affected  are: 


Amount 

Prison  Crimes  Prosecutions $364,589 

Medi-Cal  Fraud  Prosecution 416,428 

Criminalistics  (Controlled  Substance) 182,950 

Triplicate  Prescriptions 280,000 

Automated  Latent  Prints 261,653 

Licensing  enforcement  474,510* 


Positions 
7 

6 
25 

6 
15 


*  Reimbursed  from  the  Department  of  Consumer  Affairs. 

Workload  Adjustments.  This  budget  provides  for  increases  to  local  and  Commission 
support  as  follows: 

Increased  aid  to  local  law  enforcement  agencies  to  fund  increased  cost  of  existing 
program  and  increase  the  salary  reimbursement  rate  from  30  percent  to  50  percent 
($2,316,332) 

Increased  local  assistance  budget  to  provide  new  funds  for  training  executive  and  man- 
agement level  personnel  in  law  enforcement  agencies.  ($500,000) 
Increased  state  support  budget  to  conduct  a  job  task  analysis  of  25  law  enforcement  job 
categories  (homicide  investigator,  robbery  investigator,  sex  crimes  investigator,  etc.) 
($450,000) 

Provide  funds  to  support  a  research  and  evaluation  activity  to  evaluate  the  effectiveness 
of  ongoing  training  courses.  ($320,000) 

Total,  Law  Enforcement 


Corrections 

Population  (Inmate)  and  workload  increase.  This  budget  reflects  the  Administration's 
commitment  to  insure  that  convicted  criminals  will  be  treated  humanely  yet  incarcerated 
according  to  law.  This  increase  will  provide  for  staff  and  related  costs  to  handle  1,355 
additional  inmates. 

Facilities  Requirement  Plan.  The  1981-82  Budget  provides  for  continued  implementa- 
tion of  the  plan  begun  in  1980-81.  The  Budget  Year  proposes  the  following  projects 
(rounded  dollars). 

Partial  Construction— Tehachapi  ($15,300,000) 

Preliminary  plans  and  working  drawings — new  maximum  security  facility — San  Diego 
($5,500,000) 

Preliminary  plans — additional  maximum  security  facilities — Folsom  ($4,900,000) 
Second  increment  financing  for  temporary  housing  for  low  security  level  inmates  ($2,- 
000,000) 

Population  (ward)  Changes.  The  Budget  reflects  an  increase  of  $1,303,000  to  accommo- 
date 133  additional  wards  and  other  workload  charges  associated  with  ward  care  and 
custody. 

County  Jail  Construction.  This  budget  includes  funds  for  the  first  increment  of  state 
assistance  to  remodel  and  renovate  county  jails  pursuant  to  Chapter  1351,  Statutes  of 
1980.  This  reflects  the  Administration's  commitment  to  assist  county  government  in 
upgrading  their  jails. 

Total,  Corrections 

Judicial 

Workload  Adjustments.  6  new  law  clerks  have  been  added  included  in  this  budget  to 
handle  increased  workload  associated  with  the  State's  highest  court. 
Workload  Adjustments.  As  a  result  of  heavy  judicial  caseload,  both  new  and  backlogged, 
131  new  judicial  positions  are  being  added  in  1981-82.  Of  this  number,  15  are  judges 
which  are  to  be  authorized  in  proposed  legislation,  4  are  librarians,  the  balance  are  law 
clerks  and  clerical  for  the  existing  courts  of  appeal  and  the  1 5  proposed  new  appellate 
court  judges. 

Workload  Adjustment.  One  new  clerical  position  has  been  added  to  the  Council  to 
handle  increased  workload.  In  addition  the  Budget  reflects  a  shift  of  financing  of  2 
positions  to  the  General  Fund,  which  were  previously  funded  from  federal  sources. 
Workload  Adjustment.  The  budget  includes  funds  for  0.8  temporary  help  to  handle 
increased  workload. 

Totals,  Judicial 


1981-82 
Expenditures 

$1,505,620  (Gen) 

44  pos 

474,510  (Spec) 

15  pos 


$3,586,332  (Spec) 
1.5  pos 


$5,566,462 
60.5  pos 

$1,505,620  (Gen) 
44.0  pos 

$4,060,842  (Spec) 
16.5  pos 

$26,700,000  (Gen) 
805.5  pos 


$27,700,000  (Gen) 
0.0  pos 


$2,269,000  (Gen) 
42.4  pos 

$40,000,000  (Gen) 
0.0  pos 


$96,669,000  (Gen) 
847.9  pos 

$181,000  (Gen) 

6.0  pos 

$4,412,000  (Gen) 

131.0  pos 


$509,000  (Gen) 
1.0  pos 

$52,000  (Gen) 

0.8  pos 

$5,154,000  (Gen) 

138.8  pos 
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Office  of  Criminal  Justice  Plan- 
ning (OCJP) 


Office  of  Criminal  Justice  Plan- 
ning 


Office  of  Criminal  Justice  Plan- 
ning 

Office  of  Criminal  Justice  Plan- 
ning 


Department  of  Youth  Authority 


Department  of  Justice 


Crime  Prevention 

Career  Criminal  Apprehension  Program.  Chapter  1 167,  Statutes  of  1978,  established  the 
California  Career  Criminal  Apprehension  Program  to  provide  special  funding  to  local 
law  enforcement  agencies  targeted  for  the  apprehension  of  a  relatively  small  number  of 
repeat/violent  "career  criminals". 

Current  funding  has  been  provided  through  CCCJ  with  approximately  $1  million  per 
year  in  LEAA  funds.  A  twelve-member  steering  committee  has  been  established  to  set 
guidelines  and  review  grant  applications.  Eight  local  agencies  have  received  grants 
through  CCCJ,  and  an  additional  seven  agencies  have  been  funded  directly  by  LEAA. 
The  first  evaluation  report  will  be  submitted  by  OCJP  by  the  end  of  1981. 
This  budget  provides  $2,500,000  for  permanent  funding  of  this  program. 
Career  Criminal  Prosecution  Program.  The  purpose  of  this  program  is  to  enhance 
prosecution  procedure  applicable  to  persons  with  previous  convictions  or  multiple  of- 
fenses. This  program  sunsets  on  December  31,  1981.  Funds  have  been  included  to  extend 
the  life  of  the  program  through  June  30,  1982.  Legislation  will  be  sponsored  by  OCJP 
to  permanently  establish  this  program. 

California  Commission  on  Crime  Control  and  Violence  Prevention.  Financing  for  this 
program  is  proposed  to  be  shifted  from  federal  LEAA  funds,  which  are  no  longer 
available  for  this  purpose,  to  the  General  Fund.  This  Commission  is  to  report  to  the 
Legislature  by  January  1,  1983. 

Crime  Resistance  Program.  Because  of  a  diminishing  availability  of  LEAA  funds,  fi- 
nancing for  this  program  is  proposed  to  be  shifted  from  100%  Federal  LEAA  funds  to 
a  50/50  match  with  the  General  Fund.  This  program  was  created  by  Executive  Order 
#B-30-77  (established  later  by  Chapter  578,  Statutes  of  1978  to  develop  citizen  involv- 
ment  in  local  crime  prevention  programs. 

Delinquency  Prevention.  Financing  for  this  program  is  an  extension  of  a  Legislative 
augmentation  in  1980-81.  This  is  a  grant  program  to  local,  privately  organized  citizens 
groups  whose  purpose  is  to  divert  youth  from  undesirable  behavior  patterns  through 
departmental  approved  developmental  and  athletic  activities. 

Crime  Prevention  Center.  Although  this  budget  provides  for  a  continuation  of  the 
currently  authorized  level  it  is  reflective  of  the  Administration  commitment  to  retain 
significant  expenditure  levels  for  crime  prevention.  The  Crime  Prevention  Center  con- 
ducts a  public  education  effort  to  coordinate  and  promote  a  unified,  innovative  and 
effective  crime  prevention  program  thoughout  California.  It  seeks  to  maximize  coopera- 
tion between  governmental  agencies  and  an  informed  public  to  reduce  all  categories  of 
serious  crime,  with  particular  emphasis  on  violent  crime.  The  Center  prepares,  publishes 
and  distributes  model  crime  prevention  programs,  books,  pamphlets  and  radio  and 
television  material  and  technical  materials  and  assistance,  for  use  by  schools,  news  media 
and  local  law  enforcement  agencies. 


$2,500,000  (Gen) 
0.0  pos 


$2,442,343  (Spec) 
2.0  pos 


$223,932  (Gen) 
3.0  pos 


$1,000,000  (Gen) 

$65,249  (Fed) 

0.0  pos 


$1,300,000  (Gen) 
0.0  pos 


$661,000  (Gen) 
16.0  pos 


Total,  Crime  Prevention 


$8,192,524 

21.0  pos 

$5,684,932  (Gen) 

19.0  pos 

$2,442,343  (Spec) 

2.0  pos 

$65,249  (Fed) 

0.0  pos 


Office  of  Criminal  Justice  Plan- 
ning 


Victim  Assistance 

Victim  Witness  Assistance  Program.  Enabling  legislation  has  permanently  established 
this  program  on  a  policy  basis;  however,  funding  from  the  Victim/Witness  Indemnity 
Fund  expires  on  January  1,  1982.  This  budget  provides  for  the  financing  through  June 
30,  1982.  Support  costs  of  $184,023  formerly  funded  from  federal  LEAA  grants  which 
are  no  longer  available  for  this  purpose,  will  also  be  funded  from  the  Victim/Witness 
Indemnity  Fund.  Legislation  to  permanently  establish  funding  will  be  sponsored  by 
OCJP.  This  Local  Assistance  program  provides  for  the  support  of  30  Victim/Witness 
Assistance  Centers  throughout  the  State.  These  centers  provide  guidance  and  assistance 
to  victims  of  crime  as  well  as  to  crime  witnesses. 


$3,184,023  (Spec) 
0.0  pos 


Office  of  Criminal  Justice  Plan- 
ning 


Rape  Victim  Counseling  Center.  This  budget  reflects  the  continuation  of  the  existing 
level  of  service  provided  in  the  current  year.  During  the  current  year,  Chapter  917, 
Statutes  of  1980  (SB  862),  transferred  the  Rape  Victim  Counseling  Centers  Program 
from  the  Department  of  Social  Services  to  OCJP.  The  budget  year  reflects  continuation 
of  the  transfer  ($207,638  GF)  and  the  appropriation  of  ($412,500  GF)  provided  by  SB 
862  for  a  total  of  $620,138  in  local  assistance  funds  for  operation  of  approved  centers. 
The  budget  year  also  reflects  continuation  of  1 .5  positions  established  in  the  current  year 
and  $150,000  GF  for  administration  of  the  program  including  support  costs  for  the 
development  of  a  training  course  for  training  of  investigators. 


$770,138  (Gen) 
1.5  pos 


Department  of  Justice 


Witness  Protection  Program.  General  Fund  support  of  $125,000  is  being  proposed  to 
finance  the  California  Witness  Protection  Program  in  replacement  of  Federal  Funds. 
This  will  continue  a  program  which  has  proven  to  be  a  valuable  aid  to  local  district 
attorneys. 
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$125,000  (Gen) 
0.0  pos 


Office  of  Criminal  Justice  Plan- 
ning 


Victim  Assistance 

The  purpose  of  this  program  is  to  assist  rape  victims  through  counseling  and  related 
activities  and  to  train  investigators  to  perform  more  effective  investigations  of  sex  crimes. 

Continuation  of  this  General  Fund  program  is  consistent  with  the  Administration's 
assessment  of  the  high  priority  nature  of  the  program. 

Bail  Reform  Procedures.  This  budget  includes  an  additional  $100,000  to  provide  for  the 
timely  submission  of  the  report  on  Bail  Reform.  The  Legislature  upon  enacting  the  Bail 
Reform  bill  expected  federal  funds  to  be  available  to  share  in  the  cost  of  the  study.  Since 
LEAA  funds  are  no  longer  available  for  this  purpose  the  General  Fund  has  been  used 
to  meet  this  need.  The  enabling  legislation  was  sponsored  in  1980  by  the  Administration. 


$100,000  (Gen) 
0.0  positions 


Department  of  the  Military 


Office  of  Criminal  Justice  Plan- 
ning 


Total,  Victim  Assistance 


Training 

California  Specialized  Training  Institute  (CSTI) .  This  program  for  training  law  enforce- 
ment personnel  in  anti-riot  and  anti-terrorism  has  been  funded  from  a  variety  of  sources 
in  the  current  year,  including  Peace  Officers'  Training  Fund,  LEAA  funds  and  reim- 
bursements from  local  government.  The  1981-82  program  provides  for  100%  General 
Fund  support  which  reflects  the  Administration's  initiative  to  assure  continuation  of  a 
vitally  needed  aspect  of  law  enforcement  training. 

Urban  Emergency  Training.  The  state  currently  provides  disaster  and  related  emergency 
training  at  CSTI.  This  budget  includes  state  funding  for  post-formal  CSTI  training  of 
local  law  enforcement  personnel  to  develop  plans  for  security  in  connection  with  urban 
disasters  and  civil  disorders. 

Total,  Training 

TOTAL,  ALL  PROGRAMS 

General  Fund 

Special  Fund 

Federal  Fund 


$4,054,161 

1.5  pos 

$870,138  (Gen) 

1.5  pos 

3,184,023  (Spec) 

0.0  pos 

$1,092,000  (Gen) 
28.0  positions 


$500,000  (Gen) 
0.0  pos 


$1,592,000  (Gen) 

28.0  pos 

$121,353,147 

1,097.7  pos 

111,600,690 

1,079.2  pos 

9,687,208 

18.5  pos 

65,249 

0.0  pos 


KA(s 


Economy 


INVESTMENT  IN  ECONOMIC  STRENGTH 

California's  present  strong  economy  and  gov- 
ernment are  derived  to  a  significant  degree  from 
past  state  investments  in  agricultural  technol- 
ogy, water  development,  and  education. 

The  coming  decade  will  pose  many  challenges 
as  state  government  works  to  adjust  to  increased 
fiscal  constraints.  It  is  important,  however,  that 
in  this  period  of  sustained  budget  austerity  we  do 
not  lose  sight  of  the  need  to  continue  to  invest 
in  the  future.  Ultimately,  a  healthy  state  govern- 
ment and  depends  upon  the  long-term  health  of 
our  economy. 

This  1981-82  budget  reflects  an  ongoing  con- 
cern for  investing  to  ensure  economic  strength, 
both  through  significant  new  initiatives  and  a 
larger  number  of  ongoing  commitments  to  in- 
vestment in  a  strong  economy.  Priorities  include 
a  focus  on  (1)  industrial  innovation,  and  (2) 
pension  fund  investment. 

Industrial  Innovation  Initiatives 

During  the  coming  decade  a  number  of  Cali- 
fornia's key  economic  growth  sectors,  particu- 
larly the  electronics  and  tele-communications 
industries,  face  serious  challenges  from  competi- 
tion from  other  states  and  abroad.  These  indus- 
tries have  been  perhaps  the  major  source  of 
job-growth  in  California  during  the  past  decade. 
Their  continued  growth  represents  a  major 
source  of  ongoing  revenue  for  state  government. 
Most  importantly,  these  industries  will  play  a 
key  role  in  modernizing  much  of  the  rest  of  Cali- 
fornia industry  in  the  decade  to  come. 

State  policy  can  assist  industrial  innovation  in 
three  areas:  (a)  promoting  research  and  devel- 
opment, and  the  training  of  technical  personnel; 
(b)  providing  support  for  innovative  businesses 
and  products;  and  (c)  involving  top  private  and 
public  sector  representatives  in  developing  state 
industrial  innovation  initiatives. 

$7.6  million  is  proposed  to  establish  the  Mi- 
croelectronics Innovation  and  Computer  Re- 
search Operation  (MICRO)  at  Cory  Hall,  on 
the  University  of  California  campus  at  Berkeley. 
These  funds  will  be  used  to  finish  building  ex- 


pansion, purchase  capital  equipment  for  microe- 
lectronic fabrication  laboratories,  and  to  estab- 
lish a  matching  grants  program.  These  grants 
will  be  offered  on  a  1-to-l  matching  basis  with 
industry  for  innovative  research  projects. 

Legislation  will  be  proposed  to  establish  a 
Corporation  for  Innovation  Development,  and  a 
Business  Innovation  Research  Grant  program 
to  provide  support  for  innovative  businesses  and 
products. 

$200,000  is  proposed  in  the  budget  of  the  De- 
partment of  Economic  and  Business  Develop- 
ment for  a  California  Commission  on  Industrial 
Innovation,  to  be  composed  of  some  of  the 
state's  top  industrial,  academic,  labor  and  gov- 
ernment leaders.  The  Commission  will  provide 
overall  policy  coordination  of  California's  indus- 
trial innovation  initiatives,  as  well  as  plan  for 
new  initiatives  to  keep  California's  industrial 
lead  during  the  1980s. 

Pension  Fund  Investment  Initiatives 

$400,000  is  proposed  to  establish  a  Public  In- 
vestment Unit  in  the  Office  of  Planning  and  Re- 
search to  explore  methods  for  the  prudent 
investment  of  public  and  private  pension  funds 
in  projects  designed  to  strengthen  California's 
economy.  This  unit  will  bring  together  qualified 
representatives  from  the  private  sector  in  Cali- 
fornia with  pension  fund  managers  seeking  op- 
portunities for  prudent  California  investments. 
The  Unit  will  also  staff  the  Public  Investment 
Task-Force,  which  has  been  developing  invest- 
ment proposals  since  the  summer  of  1980,  and 
develop  a  variety  of  loan  guarantee  proposals  to 
secure  pension  investments  in  areas  like  housing 
and  new  plant  and  equipment. 

Particular  emphasis  will  be  placed  in  develop- 
ing legislative  proposals  to  guarantee  potential 
pension  fund  investments  in  qualified  firms  seek- 
ing to  modernize  plant  and  equipment. 

MASS  TRANSPORTATION 

The  enactment  of  Chapter  161,  Statutes  of 
1979  (SB  620),  provides  increased  funding  for 
public   transportation,    and   demonstrates   the 
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Legislature's  and  the  Administration's  commit- 
ment to  improving  California's  public  transit 
system:  services  are  becoming  increasingly  im- 
portant in  our  changing  transportation  environ- 
ment because  they  not  only  can  provide  mobility 
to  the  transit  dependent,  but  can  ease  the  impact 
gas  shortages  have  on  local  and  intercity  mobil- 
ity, reduce  energy  consumption  over  the  long 
term,  mitigate  air  pollution  and  aid  in  relieving 
congestion  on  our  streets  and  highways,  by  pro- 
viding an  attractive  and  reasonable  alternative  to 
the  automobile. 

Significant  program  increases  include: 


Intercity  Bus 

The  intercity  bus  industry  in  California  serves 
a  large  segment  of  the  population  and  plays  an 
important  role  in  the  State's  total  transportation 
network.  For  better  intercity  transportation  al- 
ternatives; financial  problems  threaten  the  fu- 
ture of  this  form  of  mass  public  transportation. 

The  $3  million  proposed  in  this  budget  year 
will  provide  the  needed  funds  for  operating  and 
capital  assistance  for  intercity  bus  travel  through 
service  improvement  projects.  Meeting  the 
transportation  needs  of  those  with  limited  alter- 
natives, particularly  the  young,  the  elderly  and 
handicapped,  those  who  do  not  drive  and  those 
living  on  limited  incomes,  will  be  richly  en- 
hanced through  the  continuation  and  expansion 
of  California's  Intercity  Bus  Transportation  As- 
sistance Program. 

Commuter  Rail  Services 

This  program  will  provide 

•  Continuation  and  improvement  of  com- 
mute service  between  San  Francisco  and 
San  Jose. 

•  Initiation  of  commute  service  between  Ox- 
nard  and  Los  Angeles  with  two  trains  each 
direction  on  every  week  day. 

•  Improvement  and  increase  in  commute 
services  which  will  result  in  an  increase  in 


passengers  from  6,500,000  in  1980-81  to 
7,000,000  in  1981-82. 

•  Passenger  service,  represented  by  train- 
miles,  will  increase  from  2,300  per  day  in 
1980-81  to  2,600  in  1981-82. 

Intercity  Rail  Services 

This  program  will  provide 

•  Expansion  of  San  Diego-Los  Angeles  serv- 
ice from  seven  to  eight  trains  with  four  of 
the  trains  supported  by  state  funds. 

•  Continuation  of  the  San  Joaquin  service 
providing  two  trains  in  each  direction 
between  Bakersfield  and  the  San  Francisco 
Bay  Area. 

•  Initiation  of  overnight  service  between  Los 
Angeles  and  Sacramento  via  the  San  Fran- 
cisco Bay  Area. 

•  Increased  state  support  of  passenger  rail 
services  which  will  result  in  increased  rider- 
ship  from  1,300,000  passengers  in  1979  to 
1,700,000  passengers  in  1981. 

•  Improved  rail  service,  represented  by  an  in- 
crease in  train-miles  from  2,000  in  1979  to 
3,400  in  1981. 

•  Surveys  taken  on  board  the  trains  indicate 
60%  of  the  riders  would  use  automobiles  if 
train  service  were  not  available  so  the  in- 
crease in  ridership  from  1979  to  1981  will 
effectively  remove  approximately  200,000 
automobiles  from  the  highway. 

Urban  Transit  Guideways 

The  State  will  provide  a  total  of  $1 1 1  million, 
an  increase  of  $21  million  for  intra-city  light  rail 
projects.  Potential  users  of  these  funds  include 
rail: 

•  Alameda  County 

•  Contra  Costa  County 

•  Los  Angeles  County 

•  Orange  County 

•  Sacramento  County 

•  San  Diego  County 

•  San  Francisco  County 

•  Santa  Clara  County 
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HOUSING 

The  Administration  is  placing  continued  em- 
phasis on  programs  to  help  make  affordable 
housing  available  to  Californians.  Numerous  on- 
going actions  have  been  taken  to  relieve  the  ob- 
stacles encountered  by  renters  and  potential 
homeowners  in  their  search  for  safe  and  decent 
shelter. 

Over  $100  million,  appropriated  through  AB 
333,  Chapter  1043,  Statutes  of  1979,  will  be  al- 
located this  year  for  several  housing  programs. 
The  Department  of  Housing  &  Community  De- 
velopment will  use  the  largest  portion,  $82  mil- 
lion, to  stimulate  private  sector  construction  of 
rental  housing  units.  Funds  also  will  be  directed 
toward  housing  rehabilitation  and  for  the  first 
demonstration  effort  in  the  nation  to  aid  low- 
income  homebuyers  through  state  co-invest- 
ment on  a  "shared-equity"  basis. 

Numerous  other  Administration  programs 
will  continue  in  1981-82  to  assure  greater  access 
to  housing,  and  to  stimulate  related  community 
development  efforts.  Recently  enacted  legisla- 
tion, sponsored  by  the  Administration,  requires 
local  jurisdictions  to  identify  their  share  of  the 
regional  housing  need  and  to  develop  an  action 
schedule  for  meeting  housing  goals.  The  Admin- 
istration is  also  continuing  to  address  the  special 
housing  needs  of  specific  target  populations 
through  technical  assistance  for  California  Indi- 
ans on  rancherias  and  reservations  to  help  in  the 
rehabilitation  of  their  dwellings,  through  similar 
assistance  for  the  poor  in  remote  rural  com- 
munities, and  through  demonstration  projects 
involving  self-help  construction  for  low  and 
moderate  income  families. 

Mobilehome  registration  and  titling  functions 
are  being  transferred  to  the  Department  of 
Housing  &  Community  Development  from  the 
Department  of  Motor  Vehicles.  A  principal  re- 
sult of  this  change  is  that  mobilehomes  are  now 
defined  as  "dwellings"  rather  than  "vehicles"; 
recent  statutory  changes  will  also  facilitate  sec- 
ondary financing  of  these  units  and  will  increase 
their  acceptability  to  local  jurisdictions  for  plan- 
ning and  zoning  purposes. 

The  Administration  is  also  directing  three 


major  programs  which  assure  replacement  hous- 
ing for  those  whose  homes  are  in  the  path  of 
planned  freeways.  The  largest  of  these  is  the 
Century  Freeway  Replacement  Housing  Project 
in  Los  Angeles.  During  1981-82,  new  construc- 
tion and  rehabilitation  will  take  place  for  the 
first  1,000  replacement  units  of  4,200  removed 
by  the  freeway. 

During  1979/80,  17  projects  sponsored  by  the 
California  Housing  Finance  Agency  were  com- 
pleted and  were  occupied  in  the  Multi-Unit 
Loan  program,  more  than  doubling  the  number 
of  projects  under  management.  Another  27 
projects  went  into  construction  during  the  same 
period.  As  of  the  end  of  the  fiscal  year,  The 
California  Housing  Finance  Agency  (CHFA) 
had  54  developments  representing  over  5,000 
units  either  occupied  or  under  construction  in 
this  program. 

The  Home  Ownership  and  Home  Improve- 
ment (HOHI)  Loan  Program  provides  home 
ownership  and  housing  rehabilitation  oppor- 
tunities for  low  and  moderate  income  families. 
The  program  also  seeks  to  achieve  revitalization 
of  neighborhoods.  Local  governments  designate 
areas  within  their  community  that  are  in  need  of 
housing  rehabilitation,  development,  and  financ- 
ing. They  make  financial  and  program  commit- 
ments to  those  areas  while  CHFA  provides 
financing  through  private  lenders  who  originate 
and  service  individual  loans. 

Over  a  year  ago,  the  CHFA  initiated  efforts  to 
tie  HOHI  financing  to  specified  "Special 
projects".  Under  this  variation,  lenders  apply  for 
a  commitment  for  a  project  that  meets  the 
CHFA's  highest  priority  requirements.  Typical- 
ly, these  are  new  construction  projects  in  "infill" 
areas  that  are  supported  by  the  locality.  Many 
also  have  a  commitment  to  provide  Section  8 
subsidy  in  units  owned  by  an  investor.  During 
FY  1979/80,  the  CHFA  approved  46  special 
projects  representing  1,131  mortgage  loans  for 
new  construction  under  this  process. 

As  of  the  end  of  the  FY  1979/80,  the  CHFA 
had  sold  eight  bond  issues  ($505  million)  to 
finance  this  program  which  was  used  to  pur- 
chase 10,486  loans. 

In  the  future,  the  CHFA  has  a  number  of 
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broad  goals  for  the  Multi-Unit  Loan  Program. 
The  first  is  to  continue  to  make  good  loans  for 
high  quality  housing  developments  that  tie  into 
federal  subsidy  programs.  These  loans  are  unin- 
sured and  involve  the  CHFA  in  an  underwriting 
capacity. 

The  CHFA  will  also  continue  to  expand  fi- 
nancing options.  In  cooperation  with  the  State 
Department  of  Housing  and  Community  Devel- 
opment (HCD) ,  the  CHFA  is  implementing  the 
Rental  Housing  Construction  Program  where 
the  State  provides  subsidy  tied  to  below-market 
rate  financing.  The  goal  of  the  program  is  to 
achieve  additional  construction  of  housing  avail- 
able to  low  and  very  low  income  families  and 
also  produce  additional  market  rate  moderate 
income  rental  units  that  will  remain  rentals. 


The  CHFA's  long-term  goal  is  to  assist  in  the 
production  and  rehabilitation  of  approximately 
3,000  units  of  multi-unit  rental  housing  per  year, 
distributed  equitably  throughout  the  State. 

The  Department  of  Veterans  Affairs  contin- 
ues to  provide  loans  for  homes,  mobile  homes 
and  farm  purchases.  The  Administration  in  1980 
-81  has  requested  additional  positions  in  order 
to  process  before  August  1,  1981  approximately 
9,200  Farm  and  Home  Loan  applications  which 
were  filed  between  December  7,  1979  and  De- 
cember 31,  1980. 

In  August  1980,  $150,000,000  of  general  obli- 
gation bonds  were  sold  and  in  November  1980, 
an  additional  $300,000,000  of  revenue  bonds 
were  sold  for  a  total  of  $450,000,000.  There  is  an 
outstanding  total  bond  authorization  of  $1,100,- 
000,000. 
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Additional  Program  Presentations 


TAX  REDUCTIONS 

From  1975-1976  through  1981-1982,  nearly 
$44  billion  will  have  been  reduced  from  State 
and  local  tax  payments  by  a  variety  of  measures. 

No  other  state  can  match  this  achievement. 
Even  the  anticipated  Federal  tax  cut  pales  in 
comparison.  State  tax  relief  for  Californians  con- 
tinues to  grow. 

TABLE  1 

TAXPAYER  BENEFITS 

1975-76—1981-82 

(In  millions) 

Local  Property  Tax  Relief 

Proposition  13 $28,000 

Homeowner's  exemption 3,610 

Inventory  exemption 2,650 

Open  space HO 

Total  Property  Tax $34,370 

State  Relief 

Personal  income  tax 

Indexing $5,058 

Other  1,055 

Renter  credit 1,760 

Senior  citizens 510 

Business  taxes 290 

Inheritance  &  gift  taxes 145 

Energy  credits 165 

Other  550 

Total  State  Relief $9,533 

Total  Taxpayer  Benefits $43,903 

The  following  chart  shows  the  distribution  of 
taxpayer  benefits  anticipated  from  1975-76 
through  1981-82; 

TAXPAYER  BENEFIT  PR0GRANS 
(IN  BILLIONS  OF  DOLLARS) 
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Local  Programs 

Proposition  13  accounts  for  over  half  of  the 
total  tax  relief.  Property  tax  collections  by  the 


end  of  the  next  fiscal  year  will  be  $28  billion  less 
than  without  the  passage  of  Proposition  13.  The 
Homeowners'  Property  Tax  Exemption  and  the 
Business  Inventory  Property  Tax  Exemption 
bring  total  property  tax  relief  during  this  period 
to  over  $34  billion. 

The  End  of  the  Inventory  Tax 

The  inventory  tax  was  originally  part  of  the 
general  property  tax  structure.  When  household 
personal  property  was  exempted  from  the  rolls, 
business  inventories  stayed. 

By  the  late  1960's  the  tax  was  strenuously 
opposed.  It  was  cited  as  being  a  deterrent  to 
business  expansion  in  the  State.  It  was  alleged  to 
be  a  nuisance  tax,  requiring  a  time-consuming 
period  of  stock  accounting.  It  was  self-assessed, 
so  underpayment  was  possible.  Being  assessed 
on  March  1  encouraged  disruptive  inventory 
liquidations  to  reduce  the  burden. 

The  first  recognition  of  these  problems  came 
in  1968  with  a  15  percent  inventory  tax  exemp- 
tion. This  was  increased  gradually  to  50  percent 
in  1974.  In  1979  the  tax  was  eliminated  entirely. 

Over  the  seven  fiscal  years  from  1975-76 
through  1981-82,  California  business  will  have 
received  tax  relief  of  $2.65  billion  from  this  one 
program  alone. 

Homeowners.-  Before  Proposition  13 

Since  1968  homeowners  have  been  given  a 
reduction  in  their  assessed  value  to  lower  the 
impact  of  property  taxes.  Until  1974,  the  exemp- 
tion was  set  at  $750.  In  1974,  the  exemption  was 
increased  to  $1,750.  More  than  $3.6  billion  in 
relief  will  have  been  provided  since  1975-76. 
Furthermore,  there  are  additional  programs  that 
provide  special  assistance  to  senior  citizens  in 
paying  or  deferring  property  taxes  or  rent. 

At  the  State  Level 

Tax  reductions  at  the  State  level  have  been 
adopted  with  three  aims  in  mind: 

— To  provide  assistance  for  lower  income  per- 
sons; 

— To  create  equity;  and 

— To  eliminate  the  "inflation  tax"  due  solely 
to  people  being  forced  into  higher  tax 
brackets  with  no  gain  in  real  income. 
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Indexing:  Counteracting  Inflation 

Adjusting  State  income  taxes  for  inflation  has 
benefited  State  taxpayers  more  than  any  previ- 
ous state  tax  reduction  law.  With  no  change  in 
the  current  law,  the  annual  tax  benefit  from  in- 
dexing will  exceed  the  annual  tax  reduction  at- 
tributable to  Proposition  13  by  1985. 

Indexing  of  the  income  tax  accounts  for  more 
than  half  of  all  State  tax  relief — an  estimated 
$5.1  billion  by  June  1982.  The  tax  bracket  im- 
pact has  been  most  noticeable.  In  1977,  taxable 
income  of  $14,000  on  a  joint  return  would  have 
been  at  the  5  percent  marginal  tax  rate.  By  1981, 
the  marginal  rate  on  the  same  income  will  be 
down  to  3  percent.  The  top  1 1  percent  bracket 
used  to  begin  at  $31,000  on  a  joint  return.  For 
1981  that  level  will  be  increased  to  an  estimated 
$45,000. 

Indexing  is  also  applied  to 

— the  standard  deduction 

— the  personal  credit 

— dependent  credits 

— the  blind  credit 

— the  low  income  credit 

But  the  tax  relief  generated  by  indexing  cred- 
its is  significant.  Prior  to  indexing,  the  personal 
exemption  credit  was  $25  for  single  and  separate 
returns  and  $50  for  joint  and  heads  of  household 
returns.  The  dependent  credit  was  $8.  For  the 
1981  income  year,  the  personal  credit  will  rise  to 
approximately  $35  for  single  and  separate  re- 
turns, and  to  $70  for  joint  and  head  of  household 
returns.  The  dependent  credit  will  be  $11.  The 
standard  deduction  will  have  increased  from  $1,- 
000  for  single  and  separate  returns  and  $2,000 
for  married  persons  and  heads  of  household  to 
$1,420  and  $2,840. 

Partial  versus  Full:  The  Provisions  of  Indexing 

Indexing  began  in  1978.  For  that  year,  the 
adjustment  factor  for  tax  brackets  was  the  per- 
centage change  in  the  California  Consumer 
Price  Index  (CPI)  between  June  1977  and  June 
1978,  less  3  percent. 

In  1979,  full  indexing  was  extended  to  the 
standard  deduction  and  the  various  credits. 
Therefore,  3  percent  reduction  did  not  apply  to 
these  areas,  but  was  still  subtracted  in  adjusting 
tax  brackets. 

The  law  was  modified  in  1979  to  permit  full 
indexing  for  the  1980  and  1981  income  years. 


The  impact  in  1980  was  substantial.  Between 
June  1979  and  June  1980,  The  California  CPI 
went  up  by  17.33  percent.  (The  excessive  rise 
was  in  part  an  abberation  in  the  index,  attributa- 
ble to  the  significant  weight  of  mortgage  costs  in 
the  CPI.)  As  a  result,  taxpayers  whose  incomes 
have  not  risen  at  this  pace  will  pay  less  taxes 
than  last  year.  Refunds  this  April  will  therefore 
be  unusually  large. 

Current  law  continues  indexing  indefinitely, 
but  with  the  3  percent  reduction  reenacted  for 
1982  and  future  years. 

The  following  table  shows  the  indexing  ad- 
justment factors  from  1978  through  1981. 

TABLE  2 

CALIFORNIA  INDEXING  ADJUSTMENT  FACTORS 

1978-1981 


Deduction 

Inflation 

Income  Tax 

and  Personal 

come  Year 

Rate 

Brackets 

Tax  Credits 

1978 

8.22% 

5.22% 

- 

1979 

9.88 

6.88 

9.88% 

1980 

17.33 

17.33 

17.33 

1981  (est.) 

10.00 

10.00 

10.00 

Beneficiaries  of  Indexing 

Almost  16  million  Californians  (taxpayers 
and  their  dependents)  benefited  from  indexing 
last  year.  The  remaining  6.7  million  Californians 
did  not  have  enough  taxable  income  to  pay  any 
State  income  tax  and,  therefore,  received  no 
benefits  from  indexing. 

The  benefits  of  indexing  can  be  measured  by 
savings  for  an  individual  taxpayer  or  for  all  tax- 
payers. Obviously,  those  in  the  higher  income 
tax  brackets  will  have  the  greater  dollar  savings 
and  the  lower  percentage  savings.  The  following 
table  shows  the  amount  of  savings  that  will  be 
realized  by  persons  filing  joint  returns  for  1981. 

TABLE  3 

1981  ESTIMATED  TAX  SAVINGS  FROM  INDEXING 
(Joint  Returns) 

Percent 
Adjusted  Gross  Average  Tax 

Income  Class  Dollar  Savings  Reduction 

$10,000-15,000 $87  66.7% 

15,001-20,000 135  47.6% 

20,001-25,000 195  39.8% 

25,001-30,000 276  36.6% 

30,001^*0,000 430  34.1% 

40,001-50,000 667  31.8% 

Over  $50,000 815  14.0% 

Total $405  24.7% 
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Federal  Government  Windfall 

Since  State  income  taxes  are  deductible  in 
computing  the  Federal  income  tax,  whenever 
State  income  taxes  are  reduced  Federal  Govern- 
ment collections  are  raised.  It  is  estimated  that 
approximately  one-third  of  State  income  tax  sav- 
ings will  accrue  to  the  Federal  Government,  or 
about  $850  million  in  1981  alone. 

Inheritance  Tax  Relief 

Chapter  634,  Statutes  of  1980  (AB  2092)  re- 
formed the  inheritance  and  gift  tax  law.  Begin- 
ning with  January  1,  1981,  surviving  spouses 
will  no  longer  pay  any  inheritance  or  gift  tax. 
The  exemption  level  for  other  beneficiaries  also 
has  been  raised  significantly. 

In  1981-82,  an  estimated  150,000  people  will 
benefit  from  these  provisions.  Spouses  are  ex- 
pected to  receive  approximately  65  percent  of 
the  $124  million  benefits. 

1981-82  Tax  Relief 

Calif ornians  will  receive  $4.3  billion  in  tax 
relief  from  the  State  in  1981-82  alone.  This  total 
does  not  include  savings  from  Proposition  13, 
which  would  add  some  $7  billion  to  the  total. 
The  largest  factors  include: 

•  Homeowners'  exemption  .  .  .  benefits  4 
million  homeowners  .  .  .  $335  million. 

•  Renter  credit  .  .  .  benefits  4.4  million 
renters  .  .  .  $425  million. 

•  Inventory  relief  .  .  .  provided  to  675,000 
businesses  .  .  .  $550  million. 

•  Senior  citizens  credit  ...  for  500,000 
Californians  .  .  .  $78  million. 

•  Income  tax  indexing  .  .  .  benefits  16  mil- 
lion people  .  .  .  $2.5  billion. 

•  Inheritance  and  gift  tax  exclusions  and  ex- 
emptions .  .  .  benefits  150,000  people 
.  .  .  $124  million. 

•  Solar  and  other  energy  credits  .  .  .  $70 
million. 

STATE  BONDS 

In  the  face  of  declining  tax  revenues,  both 
state  and  local  governments  in  California  have 
recently  turned  to  the  tax  exempt  bond  to  raise 
money  for  public  purposes.  There  are  two  indi- 
cations of  this  trend: 

1.  Over  the  last  three  years,  the  total  dollar 
volume  of  state  and  local  tax  exempt  bonds 


has  substantially  increased — from  $2.6  bil- 
lion in  1977-78  to  $3.9  billion  in  1979-80. 

The  increase  is  primarily  due  to  housing 
bonds  which  have  increased  from  $414 
million  in  1977-78  to  $2.2  billion  in  1979- 
80,  a  528%  increase.  Although  the  State 
has  issued  more  housing  bonds  in  total 
than  have  local  governments,  local  issues 
have  increased  markedly — from  $93  mil- 
lion in  1977-78  to  $1.2  billion  in  1979-80 
— and  now  comprise  more  than  half  of  all 
new  issues. 

Public  borrowing  for  purposes  other 
than  housing  actually  declined  during  the 
three-year  period  from  $2.2  billion  in 
1977-78  to  $1.7  billion  in  1979-80.  Most  of 
the  decline  was  at  the  expense  of  local  gov- 
ernments, and  is  probably  largely  due  to 
Proposition  13. 

This  demonstrates  that  while  California 
is  experiencing  an  unprecedented  prolifera- 
tion of  bond  issues  for  traditionally  private 
purposes  like  home  mortgages,  bonding  for 
traditional  public  capital  construction  pur- 
poses like  police  stations,  roads,  and  sewer 
systems  has  actually  declined. 
2.  In  the  past  two  years,  statutory  changes 
have  increased  the  bonding  authority  of 
the  state  and  local  agencies  by  at  least  $4 
billion.  Legislation  has: 

—  created  the  California  Health  Facilities 
Act  allowing  $767  million  in  revenue 
bonds. 

—  created  the  California  Student  Loan 
Authority  allowing  $150  million  in 
revenue  bonds. 

—  created  the  California  Industrial  De- 
velopment Financing  Act  allowing 
$200  million  in  revenue  bonds. 

—  increased  authority  for  veterans'  reve- 
nue bonds  by  $500  million. 

—  increased  authority  for  veterans'  gen- 
eral obligation  bonds  by  $750  million. 

—  created  the  California  Alternative  En- 
ergy Act  allowing  $200  million  in  reve- 
nue bonds. 

—  increased  the  California  Housing  Fi- 
nance Agency's  revenue  bonding  au- 
thority by  $750  million. 

—  created  the  California  Parklands  Act 
allowing  $285  million  in  general  obliga- 
tion bonds. 
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—  created  the  California  Fair  and  Exposi- 
tion bond  program  with  no  statutory 
bonding  limit. 

—  created  the  Local  Housing  Finance  Act 
allowing  mortgage  revenue  bonds  with 
no  statutory  limit. 

—  removed  all  statutory  limits  on  pollu- 
tion control  bonds. 

These  new  or  increased  bonding  authoriza- 
tions are  in  addition  to  all  of  California's  prior 
bond  programs.  Most  are  largely  unused  so  far, 
and  promise  to  fuel  the  bond  expansion  of  the 
next  few  years. 

The  burgeoning  reliance  on  bonds  in  Califor- 
nia has  major  implications  for  our  present  and 
future  economic  well-being.  Some  of  the  im- 
plications are: 

1.  Reduced  tax  revenues; 

2.  Higher  interest  rates  for  public  borrowing; 

3.  Increased  possibility  that  the  state  may  ul- 
timately be  put  in  a  position  of  having  to 
assume  responsibility  for  paying  off  de- 
faulted bonds  or  pick  up  the  cost  of  com- 
pleting projects  for  which  bonds  cannot  be 
sold. 

4.  Redirection  of  investment  capital  from  pri- 
vate enterprise  to  new  "public"  purposes. 

The  Federal  government  has  recently  demon- 
strated its  concern  about  the  use  of  tax  exempt 
revenue  bonds  by  passing  the  Mortgage  Subsidy 
Bond  Act.  This  act  places  a  ceiling  on  the 
amount  of  mortgage  bonds  which  may  be  issued 
for  owner-occupied  residences,  restricts  the  pur- 
poses for  which  such  bonds  may  be  issued,  and 
eliminates  the  tax  exempt  status  of  such  bonds 
as  of  December  31,  1983. 

Given  the  serious  economic  implications  and 
the  recent  Congressional  action,  it  would  be  pru- 
dent to  exercise  restraint  in  authorizing  the  issu- 
ance of  revenue  bonds  until  we  have  carefully 
reviewed  the  public  purpose  to  be  met  by  the  use 
of  such  bonds  and  more  fully  considered  what 
short-term  and  long-range  impact  these  bonds 
may  have  on  our  economic  well-being. 

PROPOSITION  4 
(ARTICLE  XIII  B) 

This  amendment  to  the  California  Constitu- 
tion was  approved  by  California  voters  on  No- 
vember 6,  1979.  Starting  in  1980-81  a  limit  is 
imposed  on  the  year-to-year  growth  in  tax  sup- 


ported appropriations  by  the  State  and  most 
units  of  local  government.  The  Legislature 
enacted  Chapter  1205,  Statutes  of  1980  (SB 
1352)  to  provide  for  its  implementation. 

BASIC  LIMITATION  PROVISIONS 

The  appropriations  limit  in  a  given  year  is  a 
function  of  the  1978-79  base  year  appropria- 
tions adjusted  by  changes  in  cost-of-living  and 
population,  but  in  no  event  can  a  cost-of-living 
increase  exceed  the  change  in  California  per 
capita  personal  income. 

The  Base 

The  amendment  provides  that  the  State  ap- 
propriations base  shall  exclude  ".  .  .  subven- 
tions for  the  use  and  operation  of  local 
government."  The  implementing  legislation  pro- 
vides that  State  funded  programs  which  are  ad- 
ministered locally  will  be  subject  to  limitation  at 
the  State  level  because  the  Legislature  deter- 
mines the  size  and  scope  of  these  programs. 

The  subvention  programs  that  are  excluded 
from  the  State  base  are  the  following: 

•  Shared  Revenues 

Liquor  License  Fees 

Vehicle  License  Fees 

Cigarette  Tax 

Highway  Carriers'  Uniform  Business 

Tax 
Financial  Aid  to  Local  Agencies 

•  Tax  Relief  Subventions 

Personal  Property  Tax  Relief 
Homeowners'  Property  Tax  Relief 
Open  Space 

Payments  for  Local  Government  for 
Sales  and  Property  Tax  Revenue 
Loss 
Senior  Citizens'  Property  Tax  Deferral 
Program 
These  funds  are  provided  to  local  government 
for  general  purposes  and  their  use  is  not  restrict- 
ed by  Statutes. 

K-12 

State  subventions  for  K-12  school  districts 
are  divided,  with  a  portion  subject  to  the  State 
appropriations  limit  and  a  portion  subject  to 
school  district  limits. 

The  State  has  augmented  the  basic  K-12  edu- 
cational program  through  a  series  of  "equaliza- 
tion" formulas  designed  to  bring  the  schools  into 
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substantial  compliance  with  the  Serrano  court 
mandate.  In  view  of  the  control  which  rests  with 
the  State  over  these  and  other  categorical  pro- 
gram expenditures,  the  implementing  legislation 
provides  that  expenditures  above  the  basic  pro- 
gram level  are  the  responsibility  of  the  State  and 
therefore  a  part  of  the  State's  appropriations 
limit. 

Local  school  districts  are  responsible  for  mak- 
ing available  to  all  children  a  basic  level  of  edu- 
cation. This  basic  program  level  is  subject  to 
limit  at  each  school  district. 

Community  Colleges 

State  subventions  for  community  colleges  are 
treated  similarly  to  subventions  for  school  dis- 
tricts. The  portion  of  State  support  dedicated  to 
equalization  will  be  placed,  along  with  State- 
supported  categorical  programs,  in  the  State 
base.  The  remainder  of  the  community  college 
subventions  augment  local  revenues  and  are  sub- 
ject to  limitation  at  each  community  college  dis- 
trict. 

Population 

The  amendment  provides  for  an  adjustment  to 
reflect  changes  in  population.  For  the  State, 
"change  in  population"  means  the  change  in  ci- 
vilian population  from  January  1  of  the  prior 
year  to  January  1  of  the  calendar  year  in  which 
the  fiscal  year  starts.  The  amendment  requires 
revisions  to  reflect  the  decennial  census  con- 
ducted by  the  U.S.  Department  of  Commerce. 

Cost  of  Living 

The  implementing  legislation  provides  that 
State  and  local  governments  use  the  U.S.  All 
Urban  Consumer  Price  Index  (CPI)  to  measure 
price.  The  annual  growth  is  computed  using 
March  of  the  calendar  year  in  which  the  fiscal 
year  starts  divided  by  March  of  the  prior  year. 
Thus,  for  198 1-82  the  increase  will  be  calculated 
from  March  1980  to  March  1981.  Actual  March 
1981  data  will  be  available  late  April  1981. 

Per  Capita  Personal  Income 

The  percent  change  in  California  per  capita 
personal  income  must  be  used  if  it  is  less  than  the 
percent  change  in  the  U.S.  CPI.  Chapter  1205 
provides  that  the  change  in  per  capita  income  be 
computed  using  the  annual  change  in  California 
personal  income  as  published  by  the  U.S.  De- 


partment of  Commerce  for  the  fourth  quarter  of 
a  calendar  year  divided  by  the  civilian  popula- 
tion of  the  State  on  January  1  of  the  next  calen- 
dar year.  For  1981-82,  the  increase  in  per  capita 
income  will  be  calculated  between  the  1979 
fourth  quarter  to  the  1980  fourth  quarter.  Pre- 
liminary 1980  fourth  quarter  income  data  will 
also  be  available  April  1981. 

Mandates 

Starting  in  1980-81  State  legislative  mandates 
on  local  governments  which  require  a  new  pro- 
gram or  a  higher  level  of  service  for  an  existing 
program  must  be  reimbursed  by  the  State  and 
the  appropriation  will  be  subject  to  the  State's 
limit.  The  following  mandates  are  exempt  from 
reimbursement  by  the  State: 

1.  Legislative  mandates  which  are  requested 
by  the  local  agency  affected. 

2.  Legislation  which  defines  a  new  crime  or 
changes  an  existing  definition  of  a  crime. 

3.  Mandates  enacted  prior  to  July  1,  1980. 

ARTICLE  XIII  B  APPROPRIATION  TOTALS 
(millions) 

1978-79  1980-81  1981-82 
Appropria-  Appropria-  Appropria- 
tions Base  tions  tions 

Total  Appropriations $19,895.1  $24,703.8  $24,944.4 

Education  in  Local  Base -4,090.4  -5,565.8  -5,150.3 

Local  Subventions -2,118.1  -1,661.9  -1,603.1 

Federal  Revenue  Sharing -276.2  -276.2  -180.3 

Debt  Service -186  -212  -231.3 

Oil  and  Gas  Revenues —85.4  -374.6  —526.9 

Fees -237.5  -296.1  -311.1 

Penalties -51.5  -61.1  -66.2 

Receipts     from     Health     Care 

Deposit  Fund -114.7  -227.6  -223.4 

Credits   to   General    Fund   for 

Overhead  Charges -37.7  -45.9  -63.8 

State  School  Building  Lease  Pur- 
chase Law -  -61.5  -79.2 

Expenditures  from  Reserves -  —345  —141 

Appropriations     subject      to 
limitation $12,697.6      $15,576.1   $16,376.8 

The  matter  of  how  to  adjust  State  appropria- 
tions subject  to  limitation  for  mandates  of  the 
courts  or  the  Federal  Government  has  yet  to  be 
addressed.  In  the  near  future  the  Department  of 
Finance  will  be  identifying  some  areas  of  possi- 
ble court  and  Federal  mandates. 

Licenses  and  User  Charges  or  Fees 

Chapter  1205  requires  a  separate  accounting 
of  revenues  from  regulatory  licenses,  user 
charges  and  fees  which  are  required  to  provide 
a  service.  The  Administration  continues  to  have 
concerns  with  the  technical  aspects  of  this  por- 
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tion  of  Article  XIII  B,  which  will  require  costly 
administrative  and  accounting  procedures. 

Exclusions 

The  amendment  excludes  the  following  ap- 
propriations: 

1.  Debt  service — Debt  service  is  defined  as 
any  appropriation  required  to  fund  existing 
or  legally  authorized  debt  as  of  January  1, 
1979  and  bonded  debt  approved  thereafter 
by  a  vote  of  the  people. 

2.  Appropriations  required  to  comply  with 
mandates  of  the  courts  or  the  Federal  Gov- 
ernment. 

3.  Special  districts  in  existence  on  January  1, 
1978  which  did  not,  as  of  the  1977-78  fis- 
cal year,  levy  a  property  tax  in  excess  of 
12l/2  cents  per  $100  of  assessed  value. 

4.  Special  districts  currently  existing  or  creat- 
ed in  the  future  by  a  vote  of  the  people 
which  are  totally  funded  by  other  than  pro- 
ceeds of  taxes. 

Revenue  Exclusions 

The  limit  applies  only  to  appropriations  that 
are  proceeds  of  taxes.  The  following  State  re- 
ceipts are  considered  nontax  proceeds. 

•  Federal  funds  including  Federal  Revenue 
Sharing 

•  Oil  and  gas  revenue 

•  Unclaimed  property  proceeds 

•  Regulatory  licenses 

•  User  charges  and  fees 

•  Certain  interest  income 

•  Sale  of  State  property 

•  Miscellaneous  items 
Appropriations    made    from    these   specific 

sources  are  not  subject  to  limitation. 

A  dministration 

The  implementing  legislation  requires  the 
Governor's  Budget  to  include  an  estimate  of  the 
State's  appropriations  limit  for  the  budget  year. 
This  estimate  will  be  subject  to  the  budget  re- 
view process  and  is  to  be  established  in  the 
Budget  Bill.  Since  the  Governor's  Budget  is 
released  in  January  before  the  CPI  and  per  capi- 
ta income  data  are  available,  the  Budget  is  based 
upon  estimates  of  these  factors.  Updated  data 
and  recalculation  of  the  1981-82  appropriation 
limit  will  be  provided  to  the  Legislature  as  part 


of  the  Department  of  Finance's  May  Revision. 

Within  the  next  several  months  data  bases 
maintained  by  the  Department  of  Finance  will 
be  modified  in  order  to  track  appropriations  sub- 
ject to  the  State's  appropriations  limit.  This  in- 
formation will  be  available  to  the  Legislative  and 
Executive  branches  via  the  California  Fiscal  In- 
formation System  (CFIS). 

Included  in  the  1981  Budget  Bill  is  a  require- 
ment that  any  action  or  proceeding  to  protest, 
review,  set  aside,  void  or  annul  the  State's  appro- 
priation limit  must  be  commenced  within  45 
days  of  the  effective  date  of  the  Budget  Act. 

The  amendment  and  implementing  legislation 
are  not  clear  on  how  revisions  of  the  basic  data 
will  be  incorporated.  Neither  do  they  specify  at 
what  point  in  time  the  basic  factors  are  final. 

Data  revisions  (preliminary  and  "actual")  do 
occur,  are  frequently  significant  and  are  usually 
upward.  The  U.S.  Department  of  Commerce 
periodically  revises  its  personal  income  data. 
Major  revisions  are  made  every  five  years  and 
data  are  often  revised  back  many  years.  Revi- 
sions to  reflect  the  decennial  census  conducted 
by  the  U.S.  Department  of  Commerce  may  also 
be  significant. 

An  official  appropriations  limit  for  1981-82, 
required  by  AB  1352,  will  be  set  with  adoption 
of  this  Budget.  The  1980  Census  required  major 
changes  in  the  factors  used  to  set  the  limit.  The 
latest  population  series — still  preliminary  for  the 
January  1  point-in-time  used  in  the  calculations 
— and  revised  income  data  from  the  U.S.  De- 
partment of  Commerce  also  alter  the  per  capita 
income  series.  The  1980-81  limit  has  therefore 
been  modified  from  that  initially  estimated  last 
May. 

Consideration  should  be  given  to  establishing 
a  formal  procedure  for  adjusting  appropriations 
limits  to  account  for  data  revisions.  Local  juris- 
dictions, in  particular,  may  otherwise  be  ad- 
versely affected. 

For  program  and  administration  purposes, 
there  is  a  definite  need  for  the  appropriations 
limit  to  be  fixed,  and  not  changed  throughout 
the  year  as  better  data  become  available.  This 
should  generally  be  done  prior  to  the  start  of  a 
fiscal  year.  In  the  present  situation,  however,  it 
appears  more  reasonable  to  incorporate  the  lat- 
est data.  Accordingly,  it  is  proposed  that  the 
State's  appropriations  limit  for  1980—81  be  $16,- 
386  million,  and  that  the  1981-82  limit  be  tenta- 
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tively  set  at  $18,167  million  at  this  time. 

The  following  chart  and  supporting  table  il- 
lustrate the  Department  of  Finance's  estimate  of 
the  State's  1980-81  and  1981-82  appropriations 
limit  and  the  appropriations  subject  to  limita- 
tion. The  State's  1980—81  appropriations  subject 
to  limitation  are  an  estimated  $810  below  the 
limit;  the  198 1-82  appropriations  are  an  estimat- 
ed $1,799  below  the  limit. 
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Local  Government 

Generally  comparable  treatment  for  both 
State  and  local  government  is  provided.  Howev- 
er, the  implementing  act  is  more  specific  for  es- 
tablishing local  limits.  It  requires  the  adoption  of 
the  limit  at  a  public  meeting  and  provides  that 
the  data  used  in  computing  the  limit  be  made 
available  to  the  public  at  least  15  days  prior  to 
its  adoption.  It  allows  the  public  45  days  to  pro- 
test or  start  legal  action  to  set  aside  the  action 
taken  by  the  governing  body  in  setting  the  limit. 

The  implementing  legislation  requires  the  De- 
partment of  Finance  to  provide  January  1  popu- 
lation estimates  to  cities,  counties  and  special 
districts  by  May  1  of  each  year.  Special  districts 
are  required  to  use  the  percent  change  of  the  city 
or  county  in  which  the  district  is  located  unless 
they  obtain  a  special  estimate  of  their  population 
change  from  the  Department  of  Finance.  For 


schools  and  community  college  districts,  popu- 
lation is  determined  using  average  daily  attend- 
ance. 

There  are  three  to  five  thousand  special  dis- 
tricts, and  an  unknown,  but  a  potentially  large 
number  of  them  will  want  special  population 
estimates.  The  Population  Research  Unit  of  the 
Department  of  Finance  does  not  have  the  staff 
nor  the  data  to  be  able  to  handle  more  than  the 
10  to  15  such  estimates  that  they  have  normally 
completed.  It  is  proposed  that  any  special  esti- 
mates be  obtained  from  the  respective  county  or 
city. 

Chapter  1205  also  requires  the  Department  of 
Finance  to  notify  school  districts  and  commu- 
nity college  districts  of  their  average  daily  at- 
tendance for  the  current  and  prior  fiscal  year 
data  which  these  jurisdictions  generate.  It  is 
proposed  that  this  requirement  be  eliminated. 

The  Department  of  Finance,  in  cooperation 
with  the  State  Controller's  Office,  the  Depart- 
ment of  Education  and  the  Community  College 
Chancellor's  Office,  will  be  notifying  local  juris- 
dictions of  price  and  population  changes  by  May 
1,  1981. 


MEDI-CAL  COST  SAVINGS 

The  Administration  remains  strongly  com- 
mitted to  the  mission  of  the  Medi-Cal  Program 
— to  make  available  to  the  State's  low  income 
population  medically  necessary,  quality  health 
services  at  a  reasonable  cost  to  the  government. 
The  current  budget  emphasis  is  on  cost  contain- 
ment and  reduction  and  proposes  a  significant 
position  increase  to  enable  the  Department  of 
Health  Services  to  achieve  savings  and  increase 
recoveries  in  the  Medi-Cal  Program  without  ad- 
versely affecting  services. 

At  an  increased  administrative  cost  of  $3.5 
million,  it  is  estimated  that  1981-82  program 
savings  of  $15.9  million  and  increased  recoveries 
of  $6. 1  million  can  be  achieved  for  a  total  de- 
crease of  $22  million.  After  complete  implemen- 
tation of  the  proposals,  it  is  estimated  that 
annual  savings  of  $50.5  million  and  annual  in- 
creased recoveries  of  $8.6  million  will  be  realized 
for  a  total  annual  decrease  of  $59. 1  million.  The 
following  table  summarizes  the  proposals: 
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Budget  Proposals:  Positions 

Savings  Proposals: 
Preventive  Health 

Nosocomial  Infection  Control 3 

Eligibility 

Welfare  Department  PHP  Marketing 3 

Utilization  Control 

Inpatient  Ancillary  Review 9 

Emergency  Admission  Review 14 

Hospital  Inpatient  On-Site  Review 13.2 

Medicare  "Buy-In" 

Medicare  Buy-In  Improvements  6 

Medicare  Buy-In,  Documented  Persons  and  Others 2 

Program  Innovation 

Prudent  Purchase  of  Drugs 3.5 

Audits  and  Investigations 

Beneficiary  Utilization 7 

Quality  Control  2 

Subtotals 62.7 

Recovery  Proposals: 

Health  Insurance  Recovery  8.5 

Casualty  Insurance  Recovery 17 

Subtotals 25.5 

TOTALS 88.2 


Full 

1981-82 
Costs 

1981-82 

Total  Savings 

(Sin  Thousands) 

Implementation: 

Total 
Annual  Savings 
(S  in  Thousands) 

$105 

$3,169 

$8,340 

1,058 

3,119 

3,527 

367 
444 
411 

1,971 
1,177 
2,685 

2,700 
2,354 
5,256 

106 

152 

2,667 
397 

10,482 
3,354 

103 


389 


2,496 


158 
48 

344 

6,725 
5,250 

$2,952 

$15,918 

$50,484 

$150 
357 

$3,967 
2,100      • 

5,289 

3,285 

$507 

$6,067 

$8,574 

$3,459 


$21,985 


$59,058 


-Preventive  Health.  Under  this  proposal, 
the  Department  will  provide  assistance  to 
hospitals  to  improve  nosocomial  (hospital 
acquired)  infection  control  programs.  It  is 
anticipated  that  this  will  reduce  the  hospital 
acquired  infection  rate  from  5  percent  to  4 
percent  of  admissions  and  result  in  more 
expedient  hospital  release  and  annual 
Medi-Cal  Program  savings  of  $8.3  million. 

-Eligibility.  This  proposal  will  expedite 
completion  of  a  project,  initiated  in  the  cur- 
rent year,  under  which  counties,  rather 
than  prepaid  health  plans  (PHPs),  market 
and  enroll  Medi-Cal  eligibles  into  PHPs. 
The  anticipated  enrollment  increase  will  re- 
sult in  annual  Medi-Cal  Program  savings  of 
$3.5  million  as  a  result  of  the  shift  of  eligi- 
bles from  the  more  expensive  fee-for-service 
delivery  systems. 

-Utilization  Control.  In  this  area,  the  De- 
partment will  initiate  the  on-site  review  of 
hospital  ancillary  services  on  a  1 5  hospital 
pilot  basis;  review  emergency  hospital  ad- 
missions after  24  hours,  rather  than  72 
hours  as  is  currently  done;  and,  increase  its 
on-site  review  of  hospital  extension  stays. 


These  three  proposals  are  anticipated  to 
save  $10.3  million  annually  through  the  re- 
duction of  medically  unnecessary  services. 

— Medicare  "Buy-In."  The  State  pays  cer- 
tain Medicare  premiums  for  Medi-Cal  eligi- 
bles. In  this  area,  the  State  will  disenroll 
those  not  eligible,  thus  saving  premium 
costs,  and  enroll  qualified  individuals  who 
have  not  routinely  enrolled,  thus  appropri- 
ately shifting  costs  from  the  Medi-Cal  Pro- 
gram to  Medicare.  Full-year  savings  of 
$13.9  million  are  estimated. 

— Program  Innovation.  The  Budget  pro- 
poses a  pilot  project  for  the  prudent  pur- 
chase of  a  limited  number  of  multisource 
drugs.  Under  this  proposal,  the  State  will 
enter  into  rebate  contracts  with  drug  manu- 
facturers for  the  10  highest  dollar  volume 
drugs  used  in  the  Program;  the  existing 
wholesaling  and  retailing  systems  would 
not  be  changed.  By  using  its  large  purchas- 
ing power,  it  is  estimated  that  the  State  will 
realize  full-year  savings  of  $2.5  million 
through  this  pilot  project  effort. 

— Audits  and  Investigations.  Beneficiary 
Utilization  Review  is  a  review  of  the  service 
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profiles  of  eligibles  suspected  of  overusing 
or  abusing  Medi-Cal  benefits.  The  Budget 
proposes  increased  positions  for  drug  re- 
view and  the  initiation  of  physician  office 
visit  reviews.  A  five  county  pilot  project 
effort  to  determine  county-specific  eligibili- 
ty determination  errors  is  also  proposed. 
Full-year  savings  anticipated  from  these  ef- 
forts are  $12.0  million. 
— Recoveries.  Increased  recovery  efforts 
will  occur  in  several  areas:  additional  and 
follow-up  billing  of  health  insurance  and 
automobile  insurance  carriers  who  provide 
coverage  for  Medi-Cal  eligibles  whose  serv- 
ices were  initially  paid  for  by  Medi-Cal;  ret- 
roactive billing  of  Medicare  for  services 
provided  to  Medi-Cal  eligibles  who  are  also 
Medicare  eligible;  and  elimination  of  a 
backlog  of  recovery  cases  transferred  to  the 
State  from  Medi-Cal  Intermediary  Opera- 
tions (MIO)  when  the  State  assumed  re- 
covery functions  from  MIO  in  1979. 
Full-year  recoveries  anticipated  from  these 
efforts  are  $8.6  million. 
Additional  detail  regarding  these  proposals  is 

presented  in  the  Department  of  Health  Services 

budget  display. 


TIDELANDS  REVENUES 

To  strengthen  the  economy  and  quality  of  life 
in  California  it  will  be  necessary  to  invest  in  our 


most  valuable  forms  of  capital;  human,  techno- 
logical and  environmental.  This  investment  has 
been  facilitated  by  legislation  passed  in  1980 
(Chapter  899,  Statutes  of  1980)  which  provides 
for  allocation  of  revenues  from  state  owned  oil 
and  gas  reserves. 

The  legislation  provides  for  the  investment  of 
revenues  from  todays  diminishing  resources  in 
educating  our  human  resources,  developing  our 
technological  future  and  protecting  tomorrows 
environment. 


Income 

Based  upon  current  projections  of  the  State 
Lands  Commission  revenues  for  1981-82  and 
1982-83  will  be  $500  million  for  each  fiscal  year. 
During  1980-81  revenues  are  estimated  to  be 
$450  million.  The  current  Tidelands  revenue  es- 
timates do  not  include  an  estimated  $50  million 
for  each  year  which  has  been  withheld  because 
of  the  Federal  Windfall  Profits  Tax  which  is 
subject  to  potential  reimbursement  to  the  State. 

Federal  legislation  and/or  court  action  will  be 
taken  in  January  1981  to  try  to  rectify  this  prob- 
lem. If  either  action  is  successful,  adjustments 
will  be  proposed  to  first  increase  the  funding 
areas  which  have  been  reduced  to  finance  the 
proposed  capital  outlay  program  in  1981-82  and 
then  to  fund  additional  high  priority  capital  out- 
lay needs. 

The  following  Chart  summarizes  the  alloca- 
tion plan  contained  in  the  legislation. 
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PUBLIC  RESOURCES  SPECIAL  C0FPHE  STATE  SCHOOL  ENERGY  AND  STATE  PARKS  TRANSPORTATION     SPECIAL  ACCOUNT 

CODE  6217,  Sections  ONE  TIME  BUILDING  LEASE  RESOURCES  FUND         AND  RECREATION        PLANNING  AND        FOR  CAPITAL  OUTLAY 

(a),  (b),  |c)  and  (d)  LEGISLATION  PURCHASE  FUND  FUND  DEVELOPMENT  (SAFCO) 

ACCOUNT,  STF 

a  Funding  level  based  on  estimated  revenues.  Authorized  funding  level  $35  million. 

b  No  funding  authorized  in  1 980-81 . 

c  Funding  level  based  on  estimated  revenues.  Authorized  funding  level  $25  million. 

d  Chapter  904/80  Appropriates  $42  million  from  SAFCO.  Based  on  current  estimated  revenues  no  funds  will  be  available  in  SAFCO  to  fund  this  appropriation. 


The  chart  reflects  both  the  specified  amounts 
and  order  of  distribution. 

It  was  anticipated  at  the  time  the  legislation 
was  enacted  that  sufficient  funds  would  be  avail- 
able to  leave  a  residual  balance  in  the  last  ac- 
count titled  Special  Account  for  Capital  Outlay 
(SAFCO)  .This  account  was  to  be  used  for  gen- 
eral state  capital  outlay  needs  and  some  specified 
local  needs  such  as  county  hospitals  and  local 
jails. 

Expenditure 

The  amount  available  in  1981-82  from  SAF- 
CO is  not  enough  to  meet  the  minimum  general 
capital  outlay  needs  of  the  state.  In  order  to 
finance  a  minimum  Capital  Outlay  Program,  it 
is  proposed  that  funds  which  are  surplus  to  their 
1981-82  program  needs  be  transferred  to  SAF- 


CO to  finance  the  highest  priority  capital  outlay 
needs. 

The  changes  proposed  are  as  follows: 

1.  Transfer  to  SAFCO  from  the  State  Parks 
and  Recreation  Fund  $40  million.  With  the 
passage  of  Proposition  1,  sufficient  bond 
funds  would  be  available  to  offset  this  one- 
time transfer. 

2.  Transfer  to  SAFCO  from  the  Capital  Out- 
lay Fund  for  Public  Higher  Education  $22 
million.  This  will  be  a  one-time  transfer  of 
a  portion  of  available  balances  which  if 
unexpended  in  the  budget  year  would  flow 
into  SAFCO  the  following  year. 

The  expenditure  programs  which  are  financed 
by  Tidelands  Revenues  are  more  fully  discussed 
in  the  respective  budget  areas.  However,  the  fol- 
lowing chart  summarizes  these  expenditures  for 
1981-82  fiscal  year  fund. 
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Includes  $12  million  construction  cost  increase  reserve 
Includes  $2  million  construction  cost  increase  reserve. 
Includes  $10  million  construction  cost  increase  reserve. 
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The  chart  reflects  the  proposed  expenditures 
and  transfers  to  SAFCO  from  the  Capital  Out- 
lay Fund  for  Public  Higher  Education  and  the 
State  Parks  and  Recreation  Fund  as  well  as  an 
expenditure  of  $42  million  from  the  Energy  and 
Resources  Fund  in  accordance  with  Chapter 
904,  Statutes  of  1980,  to  finance  energy  conser- 


vation tax  credits. 

Unless  tidelands  revenues  increase  in  the  fu- 
ture or  the  funds  withheld  by  the  Federal  gov- 
ernment are  released  to  the  State  we  can  expect 
continuing  problems  financing  general  state 
capital  outlay  needs  in  the  future. 
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SERVICES  TO  THE  ELDERLY 

In  1979  there  were  2.1  million  people  in  Cali- 
fornia aged  65  and  over,  or  10  percent  of  the 
population.  Over  the  next  50  years  the  percent- 
age will  double. 

California  provides  a  wide  range  of  specific 
programs  and  services  to  the  elderly  within  vari- 
ous departments  in  the  Health  and  Welfare 
Agency. 

The  Department  of  Aging  administers  ap- 
proximately $74  million  in  Federal  funds  for 
specific  grant  programs  under  the  Older  Ameri- 
cans Act  of  1965,  as  amended.  These  funds  pro- 
vide meals  and  services  for  the  elderly  at  selected 
sites  throughout  the  State. 

The  Older  Americans  Act,  as  amended  in 
1978,  requires  an  additional  5%  match  for  Fed- 
eral Funds.  In  the  1981-82  Fiscal  Year,  an  ap- 
propriation of  $3.2  million  from  the  General 
Fund  is  proposed  to  meet  this  requirement. 

In  1979,  a  $5  million  Senior  Nutrition  Reserve 
Fund  (SNR)  was  established.  Chapters  1020, 
1292,  and  1345,  Statutes  of  1980,  modified  the 
purpose  of  the  SNR  fund.  Chapter  1020  created 
a  $1  million  State  Revolving  Loan  Account,  to 
make  available  no-interest  loans  for  senior  nutri- 
tion programs  under  specified  conditions.  An 
additional  $1  million  from  the  SNR  will  be  used 
for  innovative  nutrition  demonstration  projects. 

The  Department  also  administers  $535,000  in 
State  funds  for  the  Senior  Companion  and  Fos- 
ter Grandparent  Programs.  These  programs  en- 
courage private  and  public  community  agencies 
to  utilize  citizens'  skills. 

In  addition,  the  State  provides  numerous 
other  services  to  the  elderly  which  are  adminis- 


tered by  various  State  agencies. 

The  Health  and  Welfare  Agency  administers 
the  Multipurpose  Senior  Services  Program 
which  was  established  under  the  authority  of 
Chapter  1199/Statutes  of  1977.  This  is  a  pilot 
program  to  develop  and  test  effective  methods 
for  coordinating  and  supplementing  the  various 
categorically  funded  social  and  health  services 
available  to  the  elderly.  The  project  brings  to- 
gether funding  from  various  resources  with  a 
total  budget  of  $42.3  million  over  the  five  year 
life  of  the  project.  The  1981-82  budget  includes 
$17.6  million  for  8  centers  which  will  be  fully 
operational  in  early  1981. 

The  Department  of  Health  Services  adminis- 
ters the  Adult  Day  Health  Care  program  and 
has  recently  established  the  Office  of  Long  Term 
Care  and  Aging  in  the  Community  Health  Serv- 
ices Division.  An  expenditure  increase  to  $10.9 
million,  or  $5.6  million  in  General  Funds,  will 
increase  the  number  of  sites  from  50  to  65 
throughout  the  State. 

Among  the  major  programs  in  the  Depart- 
ment of  Social  Services  providing  services  to  the 
elderly  are  the  Supplemental  Security  Income/ 
State  Supplementary  Program  (SSI/SSP)  pro- 
gram and  the  In-Home  Supportive  Services 
(IHSS)  program.  It  is  estimated  that  the  SSI/ 
SSP  program  will  provide  grants  to  approxi- 
mately 716,000  aged,  blind,  and  disabled  in- 
dividuals at  a  General  Fund  cost  of  $  1 .05  billion. 
The  IHSS  program  is  anticipated  to  provide 
homemaker  and  chore  services  to  a  monthly  av- 
erage of  99,000  disabled  and  elderly  individuals 
at  a  total  cost  of  $271.2  million. 
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Traditional  Presentations 


Legislative,  Judicial, 
and  Executive 


The  programs  within  this  area  include  the 
Legislature,  the  Court  System  and  most  Consti- 
tutional Officers. 

JUDICIAL 

Article  VI  of  the  Constitution  creates  the  Su- 
preme Court  and  creates  the  Courts  of  Appeal 
to  exercise  the  judicial  power  of  the  State  at  the 
appellate  level.  In  addition  the  Article  estab- 
lishes the  Judicial  Council  to  administer  the 
State's  judicial  system. 

Proposed  Budget 

The  proposed  budget  provides  funds  for  15 
new  appellate  court  judges  and  45  related  sup- 
port staff.  This  addition  will  be  implemented  by 
proposed  legislation  sponsored  by  the  Judicial 
Council.  The  budget  proposes  six  new  one-year 
limited  term  law  clerk  positions  to  provide  one 
additional  attorney  for  each  of  the  associate  jus- 
tices of  the  Supreme  Court. 

Sixty-three  law  clerks  are  proposed  for  the 
appellate  courts  to  deal  with  the  increasing 
workload  of  the  courts.  This  alternative  is  less 
expensive  than  adding  senior  attorney  staff 
members  and  will  provide  an  opportunity  to  ex- 
pose a  number  of  attorneys  to  the  workings  of 
the  court  system.  In  addition  four  law  librarians 
are  added  in  1981-82  to  provide  a  librarian  in 


each  of  the  District  Courts  of  Appeal  without 
this  professional  resource. 

SALARIES  OF  SUPERIOR  COURT  JUDGES 

The  purpose  of  this  budget  is  to  provide  for 
the  State's  share  of  the  salaries  for  628  superior 
court  judges  and  the  State's  share  of  health  and 
death  benefits  for  those  superior  court  judges 
enrolled  in  a  State  Health  Plan. 

Proposed  Budget 

Legislation  was  enacted  during  the  1980  Leg- 
islative Session  which  authorized  the  establish- 
ment of  21  new  superior  court  judgeship 
positions  effective  January  5,  1981  for  a  total  of 
628  authorized  superior  court  judges.  Included 
in  the  1981-82  budget  is  $995,715  for  the  State's 
share  of  the  salaries  for  these  additional  judge- 
ships at  salary  rates  effective  July  1,  1980. 

In  addition,  the  budget  provides  $1,740,188  to 
fund  the  estimated  impact  of  Chapter  835,  Stat- 
utes of  1980  which  revised  salary  rates  on  the 
basis  of  the  weighted  average  of  salaries  paid  on 
December  31,  1980. 

OFFICE  OF  EMERGENCY  SERVICES 

The  principal  objective  of  the  Office  of  Emer- 
gency Services   (OES)   is  the  coordination  of 
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emergency  activities  to  save  lives  and  reduce 
property  losses  during  disasters  and  to  expedite 
recovery  from  their  effects. 

Proposed  Budget 

Chapter  994,  Statutes  of  1980,  appropriated 
$20,000,000  from  the  General  Fund  in  augmen- 
tation of  the  Public  Facilities  Account.  These 
additional  funds,  which  are  administered  by 
OES,  were  necessary  a)  to  provide  immediate 
assistance  to  eligible  local  governments  to  repair 
damage  caused  by  recent  storm  and  flood  condi- 
tions and  b)  to  provide  a  prudent  surplus  in  the 
account  to  deal  with  future  emergencies. 

The  1981-82  budget  of  the  Office  of  Emer- 
gency Services  contains  $4,563,000  for  a  new 
program  of  Earthquake  Preparedness  and  Re- 
sponse. The  program  contains  the  following  ele- 
ments: 

Task  Force  Administration  $235,000 

Comprehensive  Emergency 

Management  Office $300,000 

Emergency  Public  Information 

Center  (EPIC)  $780,000 

Emergency  Management  Informa- 
tion System  (EMIS) $1,000,000 

Volunteer  and  Neighborhood 

Training  $2,000,000 

Command  and  Communications ....      $248,000 

Total $4,563,000 

The  objective  of  this  program  is  to  assess  the 
State's  resources  to  respond  to  emergency  condi- 
tions and  implement  short-term  projects  which 
will  enable  the  State  to  attain  a  high  state  of 
readiness  to  respond  to  a  catastrophic  earth- 
quake in  any  major  metropolitan  area. 

DEPARTMENT  OF  JUSTICE 

The  Department  of  Justice,  through  the  con- 
stitutional office  of  the  Attorney  General,  is  re- 
sponsible for  ensuring  uniform  interpretation 
and  enforcement  of  laws  and  for  representing 
the  State  in  civil  and  criminal  proceedings. 

Proposed  Budget 

The  Department  of  Justice  proposes  to  carry 
out  the  following  new  programs  or  increases  in 
existing  programs  during  the  1981-82  budget 
year,  in  addition  to  those  described  in  the  special 
report  on  law  enforcement: 

1 .  The  addition  of  1 6  positions  is  proposed  in 


the  Criminal  Law  Division  to  respond  to 
the  increasing  number  of  appeals  as  a  result 
of  mandatory  appeals  and  the  increasing 
tendency  to  appeal  cases. 

2.  A  permanent  staff  of  two  attorneys  and 
related  clerical  support  have  been  added  to 
the  Civil  Law  Division  to  handle  cases  in- 
volving water  rights  in  the  Sacramento  and 
San  Joaquin  Delta.  This  litigation,  funded 
by  the  Department  of  Water  Resources,  is 
expected  to  be  active  for  several  years. 

3.  The  Civil  Law  Division  will  receive  13  new 
positions  to  meet  the  increasing  needs  of 
the  Health  and  Welfare  Agency  and  vari- 
ous educational  agencies.  In  most  cases 
these  positions  are  needed  to  handle  the 
additional  trial  work  resulting  from  in- 
creased enforcement  activities  by  the  client 
agencies  in  health  facilities  licensing,  haz- 
ardous wastes  and  Medi-Cal  programs. 
This  program  is  part  of  a  major  effort  to 
increase  the  use  of  paralegal  personnel. 

4.  The  budget  year  will  mark  the  conclusion 
of  two  major  data  processing  conversion 
efforts.  First,  there  will  be  the  completion 
of  the  major  EDP  conversion  and  the  re- 
duction of  the  temporary  staff  needed  in 
that  effort.  Second  will  be  the  relocation  to 
the  recently  completed  new  Department  of 
Justice  building  of  the  newly  consolidated 
California  Law  Enforcement  Telecom- 
munication Systems  (CLETS)  and  the 
Data  Communication  System  of  the  De- 
partment of  Motor  Vehicles. 

5.  In  the  Division  of  Law  Enforcement  Gen- 
eral Fund,  support  of  $125,000  is  being 
proposed  to  finance  the  California  Witness 
Protection  Program  in  replacement  of  Fed- 
eral Funds. 

CONTROLLER 

The  State  Controller  provides  fiscal  control 
over  receipt  and  disbursement  of  State  funds  and 
administers  the  Inheritance  and  Gift  Tax  pro- 
gram, the  Unclaimed  Property  program,  and 
various  programs  relating  to  local  fiscal  affairs. 

Proposed  Budget 

Funds  are  provided  in  the  1981-82  State  Con- 
troller budget  to  continue  the  timely  processing 
of  OASDI  tax  sick  leave  refunds,  continued  de- 
velopment of  the  reporting  element  (Phase  II) 
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of  the  new  payroll  system,  and  assumption  by 
the  State  Controller  of  the  eligibility  determina- 
tion element  of  the  Senior  Citizens  Property  Tax 
Postponement  program.  Resources  are  also  pro- 
vided to  continue  conducting  additional  audits 
of  Clean  Water  Construction  Grants,  CETA 
prime  sponsors,  and  Federal  Disaster  Assistance 
to  counties  and  for  additional  workload  associat- 
ed with  the  Inheritance  and  Gift  Tax  program. 
Funding  is  also  provided  for  the  initial  planning 
phase  of  a  lease/purchase  proposal  to  consoli- 
date the  State  Controller's  operations  in  one 
building. 

BOARD  OF  EQUALIZATION 

The  Board  of  Equalization  administers  State 


and  local  business  and  property  taxes  and  excise 
taxes.  These  include  sales  taxes,  fuel  taxes,  liquor 
taxes,  cigarette  taxes,  insurance  tax,  energy  and 
telephone  surcharges,  timber  yield  tax,  private 
car  tax,  public  utility  valuation,  and  guidance  of 
local  property  taxation. 


Proposed  Budget 

The  new  Motor  Vehicle  Fuel  Conservation 
Program  with  9.6  positions  and  $240,286  is 
proposed  during  1981-82  to  meet  the  mandates 
of  Chapter  1326,  Statutes  of  1980.  An  additional 
71.5  positions  and  $1,361,214  are  proposed  in 
the  Sales  and  Use  Tax  Program  to  meet  work- 
load increases. 
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State  and  Consumer 
Services 


. 


The  State  and  Consumer  Services  Agency  is 
the  "conglomerate"  agency  of  State  government. 
The  functions  of  the  various  departments  within 
the  Agency  range  from  the  providing  of  business 
services  (General  Services)  and  personnel  man- 
agement (Personnel  Board) ,  to  the  operation  of 
a  museum  (Museum  of  Science  and  Industry) . 
Other  departments  which  operate  under  the 
Agency  umbrella  are  as  follows:  Consumer  Af- 
fairs, Veterans  Affairs,  Fire  Marshal,  Franchise 
Tax  Board,  Public  Employees  Retirement  Sys- 
tem, State  Teachers  Retirement  System,  the 
Public  Broadcasting  Commission,  and  the  De- 
partment of  Fair  Employment  and  Housing. 

DEPARTMENT  OF  FAIR  EMPLOYMENT 
AND  HOUSING 

The  Department  of  Fair  Employment  and 
Housing  is  the  agency  which  administers  Cali- 
fornia civil  rights  laws.  These  laws  prohibit  dis- 
crimination in  employment,  housing,  services, 
public  accommodations,  and  situations  involv- 
ing violence  or  threat  of  violence.  The  Fair  Em- 
ployment and  Housing  Commission  is  the 
official  policy  making  body  for  equal  opportu- 
nity efforts  in  the  state.  The  seven  members  of 
the  Commission,  appointed  by  the  Governor,  set 
standards  and  issue  regulations  for  the  enforce- 
ment of  civil  rights  statutes.  They  also  hold  hear- 
ings on  accusations  filed  by  the  Department. 

Proposed  Budget: 

The  Department's  Budget  includes  44  posi- 


tions for  1981-82  to  provide  the  necessary  staff 
to  process  an  increased  workload  and  maintain 
standards. 

DEPARTMENT  OF  GENERAL  SERVICES 

The  Department  of  General  Services  is  re- 
sponsible for  providing  supportive  services  to 
other  operating  departments  and  for  increasing 
effectiveness  and  economy  in  the  administration 
of  State  government  by  establishing  and  improv- 
ing statewide  standards  and  guidelines  and  by 
implementing  constructive  changes  in  govern- 
mental policies  and  procedures. 

Proposed  Budget: 

The  Department's  budget  includes  43  posi- 
tions to  provide  necessary  maintenance  and  cus- 
todial services  to  new  State  buildings  and  the 
restored  West  Wing  of  the  State  Capitol  which 
are  scheduled  for  completion  in  Fiscal  Years 
1980-81  and  1981-82.  The  budget  also  reflects 
an  increase  of  29  positions  in  the  California  State 
Police  Division  to  provide:  dispatch  and  surveil- 
lance center  support  services;  contractual  police 
and  security  services  to  various  agencies  and  se- 
curity services  to  the  new  Long  Beach  Building. 

Chapter  1354,  Statutes  of  1980,  has  necessitat- 
ed the  administrative  establishment  of  12  posi- 
tions in  the  current  year  with  two  positions 
continuing  into  Fiscal  Year  1981-82  to  adminis- 
ter the  Portable  Classroom  Program.  In  addi- 
tion, Chapters  288  and  899,  Statutes  of  1980 
required  the  administrative  establishment  of  19 
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positions  in  the  current  year  with  an  additional 
19  positions  being  proposed  in  the  budget  year 
to  implement  the  State  School  Lease  Purchase 
Program. 

The  Budget  also  proposes  9.5  additional  posi- 
tions to  implement  and  maintain  a  State  Paper 
Recycle/Disposal  Center.  Two  additional  posi- 
tions are  proposed  to  identify  low  and  no-cost 
energy  conserving  building  maintenance  and  op- 
eration improvements.  An  additional  $95,000  in 
contract  funds  has  also  been  added  to  fund  a 
geothermal  siting  analysis  and  provide  technical 
assessments  of  small  cogeneration  application. 
These  programs  are  designed  to  provide  state- 
wide leadership  in  the  implementation  of  re- 
sources and  energy  conservation  programs  and 
policies. 

VETERANS  AFFAIRS 

The  Department  of  Veterans  Affairs  provides 
assistance  to  veterans  and  their  dependents  in 
obtaining  rights  and  benefits  to  which  they  may 
be  entitled  and  provides  veterans  with  low  inter- 
est farm  and  home  loans.  The  Veterans  Home 
provides  five  levels  of  service:  domiciliary,  resi- 
dential, intermediate,  skilled  nursing,  and  acute. 

Proposed  Budget: 
In  order  to  maintain  the  appropriate  levels  of 


health  care  at  the  Veterans  Home  and  meet  the 
licensure,  certification,  and  U.S.  Veterans  Ad- 
ministration requirements,  25.8  positions  are 
proposed  in  the  1981-82  fiscal  year  for  direct 
care  of  the  residents. 

An  additional  41.5  limited  term  positions 
were  added  in  1980-81  to  process  the  increased 
number  of  Cal-Vet  loan  applications  accumulat- 
ed since  December  7,  1979  and  filed  prior  to 
December  31,  1980,  with  21.9  positions  added 
for  1981-82.  Seventeen  of  these  positions  will 
continue  through  the  1982-83  fiscal  year  to 
service  the  increased  number  of  loans. 

MUSEUM  OF  SCIENCE  AND  INDUSTRY 

The  purpose  of  the  museum  is  to  reflect 
through  exhibits  the  people's  scientific  and  in- 
dustrial capabilities  and  accomplishments. 

Proposed  Budget 

The  budget  provides  funds  for  preliminary 
plans  and  working  drawings  for  a  new  Aero- 
space Science  building,  a  new  Afro-American 
History  and  Culture  building  and  other  major 
and  minor  capital  outlay  projects  relating  to  ex- 
isting buildings  and  the  new  Hall  of  Economics 
and  Finance.  The  Museum's  budget  includes  10 
new  positions  for  operation  of  the  new  Aero- 
space and  Afro-American  programs. 
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Every  California  resident  and  visitor  benefits 
directly  from  the  State's  interest  in  ( 1 )  promot- 
ing a  sound  financial  and  business  community 
while  protecting  the  public  from  economic  loss 
and  illegal  or  unethical  business  practices,  (2) 
providing  efficient,  rapid,  and  safe  movement  of 
people  and  goods  and  (3)  ensuring  the  develop- 
ment of  affordable  housing  and  coordinated  resi- 
dential development  policies.  These  three  broad 
areas  are  the  principal  concerns  of  the  Business, 
Transportation  and  Housing  Agency. 

SECRETARY  FOR  BUSINESS, 

TRANSPORTATION 

AND  HOUSING  AGENCY 

The  Office  of  the  Secretary  for  Business, 
Transportation  and  Housing  acts  as  a  focal  point 
for  the  interrelationship  of  the  private  sector, 
government  regulatory  agencies  and  the  public 
interest  on  matters  relating  to  economic  devel- 
opment, housing,  financial  institutions  and 
transportation. 

Proposed  Budget 

The  Office  of  the  Secretary  will  continue  to 
coordinate  the  multi-disciplinary  implementa- 
tion of  the  Century  Freeway  Project.  Also,  the 
Secretary  will  coordinate  the  State's  effort  on  the 
State  Highway  65  bypass  with  State  and  local 
agencies.  This  project  represents  a  policy  em- 
phasis which  integrates  transportation,  housing 
and  air  quality  with  industrial  development. 

In  addition,  Chapter  1153,  Statutes  of  1980, 


established  a  Deputy  Secretary  for  Housing  and 
re-named  the  Agency.  This  will  better  enable  the 
Agency  to  emphasize  the  housing  concerns  and 
issues  of  the  State. 

DEPARTMENT  OF  ECONOMIC  AND 
BUSINESS  DEVELOPMENT 

The  Legislature  created  the  Department  of 
Economic  and  Business  Development  in  1977. 
The  Department's  objective  is  to  ensure  the 
long-term,  orderly  business  and  economic  devel- 
opment in  the  State. 

The  Department's  six  offices  have  specific 
mandates  to  assist  California's  business  commu- 
nity with  a  wide  range  of  services  including:  en- 
couraging and  assisting  new  plant  locations  and 
expansion;  promoting  international  trade  and 
investment;  cutting  regulatory  red  tape;  acting 
as  an  advocate  for  small  business;  helping  local 
agencies  with  economic  development;  and  pro- 
viding research  on  a  broad  range  of  state  eco- 
nomic issues.  The  Department  assumes  a  lead 
role  in  coordinating  specific  projects  aimed  at 
expanding  the  economic  base  of  California. 

Proposed  Budget 

To  promote  a  better  understanding  of  busi- 
ness development  and  job  creation,  the  Depart- 
ment will  continue  to  work  closely  with  regional 
and  local  governments  to  help  them  set  up  red- 
tape-cutting  and  business  assistance  programs. 

As  international  trade  becomes  increasingly 
important  to  the  health  of  the  State's  economy, 
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the  Department  will  focus  on  national  and  inter- 
national trade  policy  issues  as  well  as  on  the 
promotion  of  California  products  abroad. 

DEPARTMENT  OF  REAL  ESTATE 

The  Department  of  Real  Estate's  primary  ob- 
jective is  the  protection  of  the  public  in  offering 
of  subdivided  property,  real  property  securities, 
and  in  real  estate  transactions  handled  through 
agents.  Thus,  the  Department  takes  disciplinary, 
civil  and  criminal  action  against  its  licensees  and 
others  who  have  violated  real  estate  law  and  the 
Subdivided  Lands  Act. 

In  addition,  the  Department  has  ongoing  pro- 
grams to  educate  the  real  estate  consumer  and  to 
encourage  the  professional  orientation  of  those 
in  the  real  estate  business.  The  Department  also 
administers  the  Real  Estate  Recovery  Fund, 
through  which  a  victim  of  fraud  by  a  licensee 
could  fully  satisfy  a  court  judgment. 

Proposed  Budget 

The  Department  is  entirely  funded  through 
real  estate  license,  examination,  and  subdivision 
development  fees.  In  addition  to  normal  ongoing 
Departmental  operations,  the  proposed  budget 
seeks  funding  to  accomplish  the  following  objec- 
tives: 

1.  Continuation  of  the  Subdivision  Tempo- 
rary Help  Blanket  to  allow  the  DRE  to 
eliminate  subdivision  approval  backlogs, 
complete  streamlining  of  the  subdivision 
approval  process,  and  ensure  prompt  proc- 
essing of  new  subdivision  filings. 

2.  Funding  for  personnel  to  process  and  in- 
vestigate time  share  offerings.  Reliable  in- 
dustry sources  estimate  that  time  share 
sales  will  exceed  $2.5  billion  nationwide  by 
1982.  California  consumers  are  prime  sales 
targets.  The  Department  will  provide 
proper  public  protection  against  abuses  in 
the  creation  and  marketing  of  these  real 
estate  interests. 

3.  The  recently-implemented  continuing  edu- 
cation program  requires  every  real  estate 
licensee  to  complete  45  hours  of  approved 
course  work  prior  to  license  renewal.  The 
Department  is  seeking  additional  staffing 
to  deal  with  increased  course  approvals 
and  course  auditing  workloads  to  protect 
the  integrity  of  this  important  program. 


DEPARTMENT  OF  TRANSPORTATION 

The  Department  of  Transportation's  primary 
objective  is  a  commitment  to  a  balanced  trans- 
portation system  that  considers  all  modes  and  is 
consistent  with  social,  economic,  and  environ- 
mental objectives.  The  1981-82  Budget  is  reflec- 
tive of  the  objective. 

Proposed  Budget 

The  Mass  Transportation  Program  has  been 
augmented  by  20  personnel  years  in  1981-82  to 
accelerate  the  planning,  development  and  im- 
plementation of  commuter  rail,  intercity  rail  and 
the  construction  of  intermodal  passenger  trans- 
fer facilities.  A  total  of  $  1 50,000,000  is  proposed 
for  statewide  mass  transportation  needs  as  set 
forth  in  the  policies  established  by  Chapter  161, 
Statutes  of  1979.  These  funds  will,  in  part,  pro- 
vide for:  1)  increased  commuter  and  intercity 
rail  services,  2)  increased  local  and  intercity  bus 
service,  and  3)  construction  of  intermodal  pas- 
senger transfer  facilities.  These  projects  are  in- 
tended to  provide  alternative  transportation  to  a 
significant  number  of  people  at  the  least  cost, 
most  energy  efficient,  and  environmentally  com- 
patible means  possible. 

The  Highway  Transportation  Program  is  be- 
ing reduced  by  169  personnel  years  and  $2,700,- 
000  in  1980-81  and  by  253  personnel  years  and 
$5,300,000  in  1981-82  to  reflect  the  staffing  lev- 
els needed  to  meet  current  project  delivery 
schedules. 

Proposed  program  expenditure  levels  for  the 
1981-82  fiscal  year  are: 


State 
Operation 

Capital  Outlay 
&  Subventions 

Aeronautics 

Highway  Transportation 

Mass  Transportation 

Transportation  Planning 

$1,575,236 

649,366,332 

10,360,828 

8,608,432 

$5,492,000 

805,046,276 

140,391,000 

6,031,500 

DEPARTMENT  OF  THE 
CALIFORNIA  HIGHWAY  PATROL 

The  Department  of  the  California  Highway 
Patrol  is  responsible  for  assuring  the  safe,  lawful, 
rapid,  and  economical  use  of  the  state  highway 
system.  The  primary  objectives  are  to  minimize 
death,  injury,  and  property  loss  from  traffic  acci- 
dents; to  minimize  traffic  delays;  and  to  provide 
protection  and  assistance  to  the  motoring  public. 
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Proposed  Budget 

To  meet  these  responsibilities,  a  support 
budget  of  more  than  $296  million,  along  with 
capital  outlay  of  $1.7  million  is  proposed  for  the 
1981-82  fiscal  year. 

Proposed  Budget 

The  budget  for  1981-82  reflects  adjustments 
to  match  program  benefits  with  program  costs. 
The  significant  proposed  adjustments  will  be  as 
follows: 

1.  The  department's  communication  system 
equipment  will  be  upgraded  at  a  cost  of 
$2.3  million  to  enhance  established  rapid 
radio  communications  statewide  for  en- 
forcement purposes. 

2.  Four  positions  and  $158,403  is  proposed  to 
permit  the  department  to  inspect  annually 
each  truck,  trailer,  vacuum  tank,  container 
and  cargo  tank,  domiciled  in  California, 
that  transport  hazardous  wastes. 

3.  In  the  current  year  the  department  has  re- 
ceived an  Office  of  Traffic  Safety  grant  in 
the  amount  of  $1.6  million  to  purchase  and 
operate  three  additional  fixed- wing  aircraft 
to  improve  Californias'  compliance  with 
the  National  Maximum  Speed  Limit. 

DEPARTMENT  OF  MOTOR  VEHICLES 

The  Department  of  Motor  Vehicles  objectives 
are:  1)  to  protect  public  interest  by  identifying 
ownership  through  the  process  of  vehicle  regis- 
tration, 2)  to  promote  safety  on  highways  by 
licensing  and  controlling  drivers,  3)  to  provide 
public  protection  through  vehicle-related  occu- 
pational licensing,  4)  to  encourage  motorists  to 
maintain  financial  responsibility,  and  5)  to  pro- 
vide other  services  as  required  by  statute. 

To  meet  these  objectives,  a  support  budget  of 
more  than  $199  million,  along  with  capital  out- 
lay of  $4.7  million,  is  proposed  for  the  1981-82 
fiscal  year. 

Proposed  Budget 

The  budget  for  1981-82  reflects  adjustments 
to  match  program  benefits  with  program  costs. 
The  significant  proposed  adjustments  will  be  as 
follows: 

1.  A  reduction  of  165.1  personnel  years  at  a 
net  savings  of  $670,387  due  to  the  con- 
tinued automation  of  fiscal  activities  in  se- 


lected field  offices. 

2.  Implementing  the  automation  of  many  ve- 
hicle registration  functions  at  the  point 
transactions  are  received  at  a  cost  of  20.9 
personnel  years  and  $533,274.  Starting  in 
the  1985-86  fiscal  year  this  program  will 
result  in  annual  savings  of  over  $4  million. 

3.  The  addition  of  61.6  personnel  and 
$1,174,737  to  carry  out  the  provisions  of 
Chapter  696/79  which  provides  for  the 
sale  of  reflectorized  license  plates  on  an 
optional  basis. 

4.  The  addition  of  39.7  personnel  years  at  a 
cost  of  $895,834  to  provide  for  the  detec- 
tion of  California  vehicles  being  registered 
out  of  state  to  avoid  California  registration 
and  fee  requirements.  This  is  a  multi- 
agency  registration  compliance  proposal 
which  will  generate  additional  revenue: 
General  Fund  $8  million;  Motor  Vehicle 
License  Fee  Account,  Transportation  Tax 
Fund  $5.2  million;  Motor  Vehicle  Ac- 
count, State  Transportation  Fund  $3.4  mil- 
lion. 


STEPHEN  P.  TEALE 
DATA  CENTER 

The  Stephen  P.  Teale  Data  Center  (TDC) 
was  established  in  response  to  legislation  which 
mandated  the  centralization  of  state  computer 
facilities.  By  centralizing  all  electronic  data 
processing  and  the  use  of  a  statewide  timeshar- 
ing system,  TDC  provides  efficiencies  and 
economies  to  users  of  its  services.  To  date,  the 
Center  services  88  separate  state  entities. 

The  Center  incorporates  a  large-scale  com- 
puting facility  with  remotely  located  satellite 
mini-processors  of  varying  size  and  capability. 
The  main  objective  is  to  make  available  to  each 
user  a  portion  of  the  host  computer  required  to 
effectively  process  that  organization's  data  and 
applications.  Thus,  the  TDC  becomes  available 
to  the  largest  or  smallest  user  at  a  price  compati- 
ble with  their  requirements. 

During  FY  1980-81,  TDC  will  be  implement- 
ing a  second  EDP  facility  to  meet  the  continued 
workload  increase  from  the  user  community  and 
to  meet  the  new  requirements  of  the  California 
Fiscal  Information  System  (CFIS)  project.  A 
$2.9  million  General  Fund  loan  will  provide 
funding  for  the  implementation  of  Site  2. 
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Proposed  Budget  2.  Implementation  of  Distributed  Data  Proc- 

Significant    proposed    adjustments    to    the  essing. 

budget  are: 

1.  Implementation  of  a  second  EDP  facility 
—Site  2. 
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Resources 


The  Resources  Agency  programs  are  directly 
concerned  with  protecting,  preserving,  enhanc- 
ing, and  developing  the  State's  environmental 
wealth  for  the  benefit  of  all  Californians.  Pro- 
grams funded  range  from  those  designed  to  at- 
tain and  maintain  desirable  standards  of  air  and 
water  purity,  to  forest  fire  fighting,  forest  man- 
agement, flood  control,  water  development,  oil 
drilling  regulation,  and  the  creation  of  recrea- 
tional opportunities. 

The  Resources  Agency,  under  the  direction  of 
the  Secretary  for  Resources,  consists  of  the  fol- 
lowing Boards,  Commissions  and  Departments: 
the  Departments  of  Conservation,  Fish  and 
Game,  Forestry,  Boating  and  Waterways,  Parks 
and  Recreation,  and  Water  Resources;  the  Air 
Resources  Board,  the  State  Coastal  Conservan- 
cy, the  California  Conservation  Corps,  the  Colo- 
rado River  Board,  the  Energy  Resources 
Conservation  and  Development  Commission, 
the  San  Francisco  Bay  Conservation  and  Devel- 
opment Commission,  the  Solid  Waste  Manage- 
ment Board,  the  State  Lands  Commission,  the 
State  Water  Resources  Control  Board  and  the 
nine  regional  Water  Quality  Control  Boards. 

CALIFORNIA  CONSERVATION  CORPS 

The  California  Conservation  Corps  was  estab- 
lished by  Chapter  342,  Statutes  of  1976,  and 
reauthorized  by  Chapter  50,  Statutes  of  1980,  to 
accomplish  two  important  and  interrelated 
goals:  1)  to  conserve  and  develop  the  state's 
natural  resources  and  environment  by  employ- 
ing the  state's  young  women  and  men  to  work  on 


public  service  conservation  projects,  and  2)  to 
provide  these  youths  with  a  work  experience  op- 
portunity that  will  help  further  their  under- 
standing and  appreciation  of  the  environment 
and  teach  them  the  fundamental  work  ethic. 

The  Corps  provides  fire  suppression  services 
and  disaster  relief,  protects  and  preserves  the 
natural  environment,  and  develops  the  public 
resources  to  provide  opportunities  for  greater 
public  use. 

Proposed  Budget 

The  California  Conservation  Corps,  during 
1981-82,  proposes  to  perform  2.5  million  hours 
of  public  service  conservation  work  to  enhance 
the  quality  of  California's  environment.  The 
Corps  proposes  to  expand  the  training  and  work 
program  in  four  areas  to  achieve  this  goal. 

The  CCC  is  currently  operating  under  an 
agreement  with  the  Department  of  Fish  and 
Game  under  which  the  Corps  performs  stream 
clearance  work  along  California's  north  coast  to 
improve  anadromous  fish  spawning  habitat. 
This  program  is  completely  reimbursed  by  the 
Department  of  Fish  and  Game  and  employs  60 
corpsmembers.  It  is  proposed  that  this  program 
be  continued  during  1981-82  at  a  cost  of  $976,- 
879  in  reimbursements  from  Fish  and  Game. 

The  Legislature  authorized  the  CCC  to  estab- 
lish a  solar  and  energy  conservation  program 
during  1980-81.  The  1981-82  budget  proposes 
to  add  four  additional  staff  positions  and  to  per- 
manently add  60  corpsmembers  at  an  increased 
cost  of  $736, 1 14  to  provide  for  the  establishment 
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of  a  permanent  residential  center. 

The  Corps  proposes  expansion  of  six  existing 
centers  to  house  80  corpsmembers,  an  increase 
of  20  over  the  current  level.  This  Will  provide  the 
Corps  with  the  capability  to  perform  an  addi- 
tional 144,000  hours  of  public  service  conserva- 
tion work  at  a  total  cost  of  $1,521,159  to  the 
General  Fund.  The  establishment  of  two  addi- 
tional urban-based  nonresidential  centers  is 
proposed  for  1981-82  and  includes  20  staff  and 
$1,132,052  from  the  General  Fund.  The  two 
centers  will  provide  120  young  Californians  em- 
ployment in  their  community  performing  vari- 
ous urban  conservation  projects. 

DEPARTMENT  OF  FORESTRY 

The  Department  of  Forestry  is  responsible  for 
the  protection,  conservation,  and  development 
of  California's  forest,  watershed  and  range 
lands.  The  Department  maintains  an  extensive 
fire  protection  system  to  meet  the  unique  level  of 
hazard  within  the  State.  The  Department  pro- 
poses a  budget  of  $163.7  million  for  the  1981-82 
fiscal  year  to  meet  these  objectives. 

Proposed  Budget 

The  Department  of  Forestry  proposes  to  sig- 
nificantly expand  its  vegetation  management  ef- 
forts. An  aggressive  wildfire  and  chaparrel 
management  program  will  reduce  the  number  of 
large,  damaging  wildfires  that  each  year  denude 
thousands  of  acres  of  California's  watersheds. 
These  large,  costly,  and  damaging  wildfires  re- 
sult in  millions  of  dollars  of  damage  to  life  and 
property,  destroyed  fish  and  game  habitat,  deva- 
stating floods,  increased  water  pollution,  and 
sediment  damage  to  agriculture  and  urban  areas. 
The  major  technique  to  be  used  is  prescribed 
burning  as  provided  by  Chapter  525,  1980  (Sen- 
ate Bill  1704).  This  legislation  provides  for  an 
expanded  and  strengthened  prescribed  burning 
program  and  allows  the  State  to  assume  up  to 
90%  of  the  cost,  depending  upon  the  level  of 
public  benefits.  $4,039,035  from  the  Energy  and 
Resources  Fund  will  be  used  to  implement  the 
new  Wildfire  and  Chaparral  Management  pro- 
gram, including  the  acquisition  of  military  ex- 
cess helicopters. 

The  Department  of  Forestry  is  committed  to 
tree  planting  programs  in  California's  inner  cit- 
ies. These  programs  tap  the  human  resources  of 


inner  cities  by  involving  local  citizens  in  plant- 
ing, growing  and  maintaining  trees  and  other 
vegetation.  This  in  turn  enhances  the  quality  of 
living  in  these  neighborhoods.  For  1981-82,  the 
Department  of  Forestry's  budget  is  being  in- 
creased by  $2,209,625  from  the  Energy  and  Re- 
sources Fund  to  provide  for  the  establishment  of 
10  inner-city  community  urban  forestry  nurser- 
ies and  to  develop  a  nursery  trainee  program  for 
150  disadvantaged  citizens. 

SANTA  MONICA  MOUNTAINS 
CONSERVANCY 

The  Santa  Monica  Mountains  Conservancy 
was  created  by  Chapter  1087  (AB  1512),  Stat- 
utes of  1979  to  implement  the  Santa  Monica 
Mountains  Comprehensive  Plan  by  developing 
programs  for  full  fee  or  less  than  fee  acquisition, 
restoration,  or  consolidation  of  lands  in  the 
Santa  Monica  Mountains  Zone  for  park,  recrea- 
tion, or  conservation  purposes. 

Proposed  Budget 

The  Santa  Monica  Mountains  Conservancy 
has  established  priority  criteria  for  evaluation  of 
projects  in  the  Santa  Monica  Mountains  Zone. 
For  1981-82  the  budget  includes  a  $4,000,000 
appropriation  from  the  Parklands  Fund  of  1980. 
This  appropriation  will  provide  the  resources  for 
the  Conservancy  to  aggressively  pursue:  acquisi- 
tion of  park,  recreation,  open  space  and  conser- 
vation areas;  restoration  of  small  lot 
subdivisions;  and,  buffer  zone  protection.  To 
facilitate  the  Conservancy's  program,  4.5  addi- 
tional personnel  years  are  proposed  for  1981-82. 

ENERGY  RESOURCES  CONSERVATION  AND 
DEVELOPMENT  COMMISSION 

The  Energy  Commission  was  established  in 
1975  to  ensure  continuation  of  a  reliable  supply 
of  energy  for  California  at  a  level  consistent  with 
the  State's  needs. 

Proposed  Budget 

In  the  current  year  Chapter  902,  Statutes  of 
1980  appropriated  $8  million  from  the  Energy 
and  Resources  Fund  to  the  Commission  to  grant 
loans  to  local  governments  for  the  purpose  of 
converting  street  lighting  systems  to  more  ener- 
gy efficient  sodium  vapor  lighting.  The  Commis- 
sion expects  all  funds  to  be  disbursed  by  the  end 
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of  1980-81. 

In  1981-82  the  Commission  proposes  to  con- 
tribute $2,250,000  from  the  Energy  and  Re- 
sources Fund  as  its  share  to  begin  the  design  and 
construction  of  a  5  megawatt  solar  pond  power 
demonstration  project  at  the  Salton  Sea.  Other 
participants  in  this  project  are  the  Federal  De- 
partment of  Energy  and  Southern  California 
Edison. 

In  an  effort  to  accelerate  the  development  of 
alternative  sources  of  energy  the  Commission 
proposes  to  add  nine  new  positions  and  $5,908,- 
081  for  various  solar  demonstrations  projects, 
ethanol  productions  demonstration  and  fleet  al- 
cohol test  programs,  the  demonstration  of  the 
technical  feasibility  of  utilizing  biomass  fuels, 
and  to  promote  the  maximum  use  and  commer- 
cialization of  renewable  energy  resources  and 
advanced  alternative  technologies. 

The  Commission  proposes  to  increase  energy 
conservation  activities  by  9.5  positions  and  $6,- 
490,240  in  order  to  maximize  energy  savings  in 
the  commercial  and  industrial  sectors,  to  imple- 
ment appliance  standards,  and  to  develop  a  vehi- 
cle efficiency  plan. 

Finally,  in  response  to  the  volatile  fuel  supply 
situation,  the  Commission  proposes  to  add 
twelve  positions  and  $1,699,000  to  enable  staff  to 
analyze  information  submitted  under  the  Petro- 
leum Products  Information  Act  (Chapter  1055, 
Statutes  of  1980),  for  fuel  shortage  contingency 
planning  and  for  the  development  of  alternative 
energy  supplies. 

STATE  COASTAL  CONSERVANCY 

Chapter  1441,  Statutes  of  1976  established  the 
State  Coastal  Conservancy  within  the  Resources 
Agency.  The  State  Coastal  Conservancy  was 
created  in  order  to  develop  and  implement  pro- 
grams that  are  needed  to  protect,  restore,  and 
enhance  natural,  scenic,  and  man-made  re- 
sources in  the  Coastal  zone  within  policies  and 
guidelines  established  pursuant  to  the  California 
Coastal  Act  of  1976  (Chapter  1330). 

Proposed  Budget 

Chapter  250,  Statutes  of  1980  authorizes  the 
issuance  of  up  to  $285  million  in  bond  funds  for 
parklands  acquisition  and  development  and  the 
preservation  of  coastal  resources.  In  1981-82, 
the  Conservancy  proposes  to  spend  $16  million 


for  grants  to  counties,  cities,  and  districts  for  the 
acquisition,  development,  rehabilitation,  or  res- 
toration of  real  property,  or  the  acquisition  of 
any  interest  in  real  property,  necessary  for  the 
implementation  of  local  coastal  programs  and 
for  the  implementation  of  projects  in  the  San 
Francisco  Bay. 

The  Conservancy  also  has  an  additional  $10 
million  available  from  the  1980  Bond  Act  to 
support  its  ongoing  programs.  In  1981-82,  ex- 
penditures of  $2,575,065  are  proposed  for  vari- 
ous acquisition  and  restoration  projects  within 
the  coastal  zone. 

PARKS  AND  RECREATION 

The  major  activities  of  the  Department  are  the 
planning,  development,  interpretation,  and  op- 
eration of  the  State  Park  System. 

Proposed  Budget 

In  1981-82,  visitor-days  are  expected  to  reach 
65.2  million,  an  increase  of  2.7  million  over  1980 
-81,  with  the  addition  of  14,196  acres,  145  picnic 
units  and  232  camp  units. 

The  1981-82  budget  contains  funds  for  the 
operation  of  these  new  State  Park  properties  and 
developments,  as  well  as  an  expanded  resource 
management  effort  and  a  more  comprehensive 
off-highway  vehicle  program.  Also  included  in 
1981-82  is  a  program  to  increase  economic  ef- 
ficiencies and  concession  opportunities  in  the 
State  Park  System. 

A  $10  million  augmentation  to  the  Roberti- 
Z'berg  Urban  Open  Space  local  grant  program 
will  be  provided  from  the  Energy  and  Resources 
Fund.  Grants  to  local  agencies  from  this  pro- 
gram will  include  $4  million  for  recreation  area 
acquisition,  development  and  operation,  plus  $6 
million  for  development  and  improvement  of  ur- 
ban fisheries. 

WATER  RESOURCES  CONTROL  BOARD 

The  broad  objectives  of  the  State  Water  Re- 
sources Control  Board  and  nine  Regional  Qual- 
ity Control  Boards  are  to  preserve  and  enhance 
the  quality  of  California  water  resources  and  to 
assure  their  conservation  and  effective  utiliza- 
tion. 

Proposed  Budget 
The  1981-82  budget  provides  an  additional 
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$503,244  from  the  General  Fund,  redirects 
$474,839  in  General  Fund  dollars,  and  adds 
$441,720  in  reimbursements  to  fund  23.5  posi- 
tions which  will  enhance  the  Board's  existing 
efforts  relating  to  detection,  monitoring,  regulat- 
ing and  otherwise  responding  to  contamination 
of  State  waters  by  toxics.  The  1981-82  budget 
also  contains  $2,000,000  to  initiate  desiltation 
efforts  in  Upper  Newport  Bay.  These  funds  will 
augment  local  resources  for  construction  of  a 
sedimentation  basin.  The  basin  is  necessary  to 
combat  extensive  sedimentation  now  taking 
place  which  is  having  an  adverse  impact  on  the 
habitat  of  the  bay. 

DEPARTMENT  OF  WATER  RESOURCES 

The  role  of  the  Department  of  Water  Re- 
sources is  to  protect,  conserve  and  manage  Cali- 
fornia's water.  Thus,  the  Department  has  a 
major  responsibility  for  supplying  suitable  water 
for  personal,  agricultural,  industrial,  recreation- 
al and  power  generating  uses  as  well  as  for  fish 
and  wildlife  support. 

Proposed  Budget 

The  1981-82  budget  contains  $1,039,800  for 
the  continuation  of  efforts  to  identify  new  and 
innovative  methods  for  conserving  agricultural 
water  and  $4,680,000  for  construction  of  a  1,- 
000,000  gallon  per-day  pilot  reverse  osmosis  de- 
salting plant  in  the  San  Joaquin  Valley.  The 
1981-82  budget  also  contains  $1,678,200  for  the 
distribution  of  water  conservation  devices  to 
California  homes  and  $341,000  for  implementa- 
tion of  an  urban  water  conservation  program. 
Funding  for  all  of  these  projects  and  programs 
is  proposed  from  the  Energy  and  Resources 
Fund. 

AIR  RESOURCES  BOARD 

The  Board  is  continuing  to  provide  technical 
assistance  to  local  air  pollution  control  agencies 
for  the  implementation  of  plans  to  attain  Federal 
air  quality  standards.  Efforts  have  focused  on 
improving  estimates  of  emissions  in  various  ur- 
ban areas  and  using  better  methods  of  monitor- 
ing air  quality. 


The  Board's  program  to  control  new  vehicles 
has  resulted  in  1981  model  passenger  cars  that 
are  substantially  cleaner  and  27  percent  more 
fuel  efficient  than  1980  models.  Two-thirds  of 
the  1981  models  certified  for  sale  in  California 
get  the  same  as  or  better  mileage  than  vehicles 
sold  in  other  states  while  the  cost  to  California 
car-buyers  of  pollutant  control  equipment  has 
been  reduced  substantially. 

Actions  by  the  Board,  in  cooperation  with  the 
Kern  County  Air  Pollution  Control  District, 
have  resulted  in  a  carefully  balanced  package  of 
control  measures  which  are  reversing  the  trend 
of  severely  deteriorating  air  quality  in  Kern 
County,  while  allowing  substantial  increases  in 
heavy  crude  oil  production. 

Proposed  Budget 

The  Board  is  proposing  to  expand  its  efforts 
to  reduce  the  exposure  of  the  public  to  hazard- 
ous levels  of  air-borne  carcinogens  and  other 
toxic  pollutants.  The  goals  are  to  prevent  in- 
creased exposure  from  new  sources,  analyze  and 
take  steps  to  minimize  the  risk  from  existing 
"hot  spots"  such  as  abandoned  disposal  facili- 
ties, establish  acceptable  levels  of  long-term 
community  exposure,  and  develop  air  quality 
standards  and  emissions  limits  to  attain  and 
maintain  acceptable  exposure  levels. 

The  Board  will  also  continue  its  efforts  to 
maintain  air  quality  goals  in  conjunction  with 
the  State's  emphasis  in  encouraging  the  develop- 
ment and  use  of  alternative  and  innovative  ener- 
gy sources  such  as  co-generation  and 
waste-derived  fuels.  The  Board  is  proposing  to 
increase  its  efforts  to  analyze  the  air  quality 
problems,  including  toxics  exposure,  associated 
with  the  increased  production  and  use  of  syn- 
thetic fuels. 

The  Board  will  continue  its  technical  assist- 
ance to  local  air  districts  with  an  extensive  coop- 
erative effort  to  develop  and  make  available  for 
local  consideration,  over  30  new  and  innovative- 
control  measures  to  help  attain  State  and  Fed- 
eral air  quality  standards.  The  Board  will  also 
perform  modeling  analyses  to  assist  local  dis- 
tricts in  meeting  Federal  deadlines  for  amending 
the  State  Implementation  Plan. 
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Health  and  Welfare 


The  programs  administered  by  the  Health  and 
Welfare  Agency  are  directly  concerned  with  the 
physical,  mental,  and  social  well-being  of  all 
Californians.  For  Fiscal  Year  1980-81,  the 
Health  and  Welfare  programs  estimate  an  ex- 


penditure of  approximately  $13.8  billion  in  com- 
bined State,  Federal,  and  county  funds.  The 
allocation  of  these  funds  to  the  various  depart- 
ments that  are  responsible  for  administration  of 
the  programs  is  shown  below. 


HEALTH  AND  WELFARE 

Proposed   1981-82  Expenditures 
(In   Millions) 


Health  Services 

$5,691.3 
($3,190.9  GF) 


Social  Services 

$4,796.8 
($2,589.1   GF) 


Mental  Health 

$583.8 
($577.5  GF) 


Developmental 

Services 

$561.2 
($525.7  GF) 


Employment 
Development 

$2,978.8 
($42.0  GF) 


/ 

Other  ~ 

$222.0 

($78.9  GF) 


Rehabilitation 

$105.2 
($18.9  GF) 


*  Includes  State  Support,  Local  Assistance,  Capital  Outlay,  and  a  4.75 
percent  increase  for  programs  with  statutory  cost-of-living  require- 
ments. 

•*  Reflects  allocations  for  Department  of  Aging,  Department  of  Alcohol 
and  Drug  Programs,  Health  and  Welfare  Consolidated  Data  Cen- 


ter, Office  of  Statewide  Health  Planning  and  Development,  Gover- 
nor's Advisory  Committee  on  Child  Care,  State  Council  and  Area 
Boards  on  Developmental  Disabilities,  Health  Facilities  Commis- 
sion, and  Emergency  Medical  Services  Authority,  which  is  inde- 
pendent of  the  Agency. 
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HEALTH  AND  WELFARE  AGENCY 

The  Agency  is  responsible  for  administering 
the  State's  health,  welfare,  social  and  rehabilita- 
tive programs. 

Current  Accomplishments 

The  Office  of  Refugee  Affairs  was  established 
within  the  Secretary's  Office  in  1980-81,  and  is 
proposed  to  be  continued  into  1981-82.  This 
office  provides  overall  policy  direction  and  coor- 
dination for  all  services  available  to  refugees. 
The  office  is  composed  of  four  positions  and  is 
funded  via  reimbursement  from  the  Department 
of  Social  Services. 

Proposed  Budget 

The  Agency  continues  to  implement  the  Mul- 
tipurpose Senior  Services  Project  (MSSP), 
which  is  a  five  year,  $42  million  program  of 
coordinated  services  to  the  elderly.  1981-82  is 
the  year  when  the  program  is  fully  operational 
at  8  centers  and  will  serve  the  greatest  number 
of  clients,  which  is  estimated  to  be  slightly  over 
19,000  clients. 

DEPARTMENT  OF  HEALTH  SERVICES 

The  Department  of  Health  Services  adminis- 
ters the  Medi-Cal,  Public  Health,  and  Licensing 
and  Certification  programs. 

Current  Accomplishments 

During  the  current  year,  the  Department  of 
Health  Services  (DHS)  will  continue  to  serve 
California  through  its  broad  range  or  programs 
to  improve  the  health  of  its  citizens:  Medi-Cal 
pays  for  medical  care  for  persons  who  cannot 
afford  such  care;  Public  Health  protects  the  pub- 
lic against  unsafe  foods,  drugs,  water  supplies, 
and  hazardous  materials;  and  Licensing  and 
Certification  regulates  licensed  health  facilities 
throughout  the  State.  The  largest  of  these,  the 
Medi-Cal  program,  has  a  projected  1980-81 
caseload  of  3,021,000  and  expenditures  of  $4.6 
billion. 

In  the  current  year,  a  General  Fund  deficien- 
cy of  $102.5  million  is  currently  estimated  in  the 
Medi-Cal  program:  $94.1  million  primarily  in 
increased  medical  care  and  services  costs  at- 
tributed to  higher  caseload  and  user  increases 
then  previously  estimated;  $4.0  million  in  in- 
creased  county   administrative   costs    due   to 


workload  increases;  and  $4.4  million  in  in- 
creased fiscal  intermediary  costs  due  to  work- 
load increases  and  delayed  receipt  of  Federal 
funding  related  to  delayed  certification  of  the 
claim  processing  system  as  a  Medicaid  Manage- 
ment Information  System. 

In  accordance  with  Chapter  282,  Statutes  of 
1979  (AB  8),  the  Department  of  Health  Serv- 
ices administers  the  County  Health  Services 
Fund  which  pays  for  a  share  of  the  cost  of 
county  health  services.  Subventions  to  counties 
under  AB  8  will  total  $318.9  million  in  1980-81 
and  $329.3  million  in  1981-82.  County  require- 
ments under  AB  8  include  the  submission  of 
plans,  budgets,  expenditure  information,  and 
specified  reports  to  the  Department. 

Proposed  Budget 

In  the  budget  year,  total  expenditures  for  the 
Department  of  Health  Services,  excluding  dis- 
cretionary rate  increases  are  anticipated  to  grow 
by  $496.8  million;  General  Fund  expenditures 
will  increase  by  $200.4  million.  The  largest  part 
of  that  growth  will  be  experienced  by  the  Medi- 
Cal  program,  whose  caseload  is  estimated  to  in- 
crease by  2.4  percent  to  3,093,000  and  whose 
total  expenditures,  excluding  discretionary  rate 
increases,  are  forecasted  to  increase  by  9.8  per- 
cent to  $5.1  billion. 

An  additional  321  positions  have  been 
proposed  for  the  Department  of  Health  Services 
to  enable  the  Department  to  provide  essential 
health  services.  Medi-Cal  Program  and  related 
positions  include: 

—  Eighty-eight  new  positions  are  being 
proposed  for  varied  programs  that  will 
generate  savings  or  recoveries  in  the  Medi- 
Cal  program.  It  is  expected  that  the  addi- 
tion of  these  positions  will  reduce  Medical 
Assistance  Program  costs  by  $22  million 
in  1981-82  and  $59.1  million  annually  af- 
ter the  program  changes  have  been  fully 
implemented.  Details  of  the  various 
proposals  can  be  found  in  the  "Special 
Presentations"  section  of  the  Budget. 

—  Twenty-one  positions  are  being  added  to 
the  recently  established  Organized  Health 
Systems  Division  to  initiate,  improve,  and 
expand  programs  that  offer  alternatives  to 
the  traditional  fee-for-service  mode  of 
health  care  delivery.  In  1981-82,  emphasis 
will  be  placed  on  expanding  membership 
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in  prepaid  health  plans,  and  organized 
health  systems,  monitoring  the  quality  of 
care  rendered  to  plan  member  and  imple- 
menting standards  for  reasonable  and 
necessary  dental  services. 

—  Ten  new  positions  are  being  added  to  en- 
sure the  State's  compliance  with  Federal 
regulations  concerning  the  Short-Doyle 
Medi-Cal  program. 

—  Thirty  positions,  added  in  1980-81  by  AB 
1414  (Chapter  1 129/80),  are  proposed  for 
continuation  until  June  30,  1983.  The  po- 
sitions strengthen  the  Department  of 
Health  Services'  ability  to  manage  the  new 
fixed-price  contract  with  Computer 
Sciences  Corporation  (CSC),  the  State's 
Medi-Cal  claims  processor.  Two  positions 
are  proposed  to  evaluate  eligibility  data 
and  develop  a  more  accurate  eligibility  file 
resulting  in  fewer  claim  suspension  and 
more  expedient  provider  payment.  Addi- 
tionally, two  positions  are  proposed  to 
prepare  for  the  possible  transition  to  a  new 
claims  processor  when  the  State's  contract 
with  CSC  expires  in  February  1984. 

—  A  total  of  43  new  positions  are  proposed 
for  various  hazardous  and  toxic  waste  pro- 
grams which  include  dealing  with  aban- 
doned sites,  recycling  and  recovery  and 
the  acquisition  of  new  sites  plus  the  moni- 
toring of  existing  sites  for  the  effects  on 
humans. 

A  model  health  insurance  program  that 
encompasses  both  the  private  and  public 
sector  is  proposed  to  promote  wellness 
through  risk  reduction  programs.  A  total 
of  $500,000  is  proposed  to  develop  this 
model. 

DEPARTMENT  OF  MENTAL  HEALTH 

The  goals  of  the  Department  of  Mental 
Health  are  to  develop  and  provide  a  continuum 
of  mental  health  services  for  the  State's  mentally 
disabled  persons. 

Current  Accomplishments 

The  1980-81  Budget  Act  provided  an  aug- 
mentation of  approximately  $25  million  and  a 
one  time  reappropriation  of  $7  million  from 
1979-80  for  new  community  mental  health  pro- 
grams. $15  million  of  the  augmentation  was  for 
establishing  alternatives  to  State  hospital  place- 


ment. The  latter  contributed  to  a  population  de- 
crease in  State  hospitals  for  the  mentally  dis- 
abled from  4,984  patients  on  June  30,  1980  to  an 
estimated  4,436  patients  on  June  30,  1981.  Chap- 
ter 1239,  Statutes  of  1980  (SB  1984)  appropriat- 
ed up  to  $3.0  million  from  the  Special  Account 
for  capital  outlay  to  San  Joaquin  County  for  the 
construction  of  a  mental  health  complex.  This  is 
consistent  with  the  Administration's  initiatives 
to  reduce  the  dependence  on  State  hospital  serv- 
ices and  provide  for  more  clinically  appropriate 
community  based  services. 

The  Department  is  updating  its  three-year 
projection  for  the  utilization  of  State-operated 
psychiatric  facilities.  This  projection,  required 
by  the  Budget  Act  of  1980,  will  address  the  need 
for  State  psychiatric  facilities  for  the  mentally 
disabled  through  June  30,  1983.  The  revised  pro- 
jection reflects  a  revision  to  the  originally  target- 
ed 1,500-bed  reduction  by  June  30,  1982.  The 
1980-81  budget  was  predicated  on  a  600-bed 
reduction  by  June  30,  1981.  This  reduction  has 
been  modified  to  400  beds  in  1980-81.  The 
proposed  reduction  in  State  hospital  beds  for 
1981-82  is  200  beds.  The  modifications  in  hospi- 
tal requirements  are  reflective  of  local  program 
requirements  and  potential  patient  needs. 

Proposed  Budget 

The  1981-82  budget  proposes  a  total  Mental 
Health  expenditure  of  $577,907,562.  This  total 
includes  a  combination  of  State  hospital  fund 
transfers,  a  reappropriation  and  an  augmenta- 
tion to  provide  $20  million  in  additional  funds 
for  local  program  services  in  1981-82.  These 
funds,  together  with  existing  programs  are  ex- 
pected to  reduce  the  State  hospitals  population 
by  200  from  an  estimated  4,436  on  June  30,  1981 
to  an  estimated  4,236  patients  on  June  30,  1982. 
The  budget  also  includes  $5,906,375  for  capital 
outlay.  These  funds  will  continue  the  program  of 
Fire  and  Life  Safety  improvements. 

DEPARTMENT  OF  DEVELOPMENTAL 
SERVICES 

Current  Accomplishments 

The  Department  of  Developmental  Services 
has  responsibility  for  nine  State  hospitals  serving 
8,530  clients  during  1980-81,  representing  a  re- 
duction in  population  of  170  clients  from  the 
preceding  year.  This  declining  State  hospital 
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population  represents  the  Department's  con- 
tinued emphasis  on  placing  State  hospital  resi- 
dents into  appropriate  community  settings.  The 
1980-81  budget  for  State  hospitals  includes  $1,- 
568,1 18  for  the  continued  funding  of  additional 
community  placements  by  the  Regional  Centers. 

The  2 1  Regional  Centers  provide  intake,  diag- 
nosis, and  referral  services  for  approximately 
66,000  individuals  in  the  community  with  a 
budget  of  $158.7  million  in  General  Fund  mo- 
nies. The  current  year  budget  represents  a  28 
percent  increase  over  the  1979-80  expenditure 
level.  Also  during  the  1980-81  fiscal  year,  the 
Department  continued  the  policy  of  allowing  the 
Regional  Centers  to  discontinue  the  use  of  the 
Department's  Continuing  Care  Services  Branch 
staff  and  to  assume  case  management  responsi- 
bility for  all  clients.  This  will  result  in  a  transfer 
of  2,860  of  the  8,124  clients  presently  receiving 
placement  and  follow-up  services  from  the  State 
to  six  of  the  regional  centers.  Additional  re- 
quests by  other  regional  centers  to  assume  case 
management  services  are  currently  under  review 
by  the  Department. 

The  1980-81  budget  includes  the  reorganiza- 
tion of  the  Community  Services  Division  to  re- 
spond to  the  need  for  accountability, 
administrative  direction,  and  technical  assist- 
ance in  the  Department's  Regional  Centers  Pro- 
gram. Commensurate  with  this  reorganization, 
additional  staffing  approved  in  the  Budget  for 
the  Electronic  Data  Processing  and  Audits  Sec- 
tions of  the  Administration  Division  are  assist- 
ing to  assure  timely  reporting  and  fiscal 
monitoring  of  community  operations. 

The  current  year  budget  reflects  the  im- 
plementation of  Chapter  1132,  Statutes  of  1979 
(AB  1164)  that  transfers  the  administration  of 
the  sheltered  workshop  program  from  Develop- 
mental Services  to  the  Department  of  Rehabili- 
tation through  a  contractual  arrangement. 
Funding  remains  in  Developmental  Services' 
budget  to  be  used  to  reimburse  the  Department 
of  Rehabilitation  through  an  interagency  agree- 
ment. This  funding  includes  $660,499  to  fund 
27.5  positions  to  reflect  increased  emphasis  on 
program  management  and  monitoring  and  $25,- 
033,343  to  provide  workshop  services  for  ap- 
proximately 8,819  Regional  Center  clients. 


Proposed  Budget 

Continuing  growth  in  the  number  of  new  cli- 
ents served  by  the  Regional  Centers  is  projected 
at  4,760.  Funding  for  the  Regional  Centers  is 
projected  at  a  17  percent  increase  over  1980-81 
with  the  General  Fund  increasing  by  $15.8  mil- 
lion. The  budget  for  the  Community  Services 
Program  also  includes  $4.4  million  for  work  ac- 
tivity program  caseload  increases.  This  also 
represents  a  17  percent  increase  in  General 
Funds  over  the  1980-81  budget. 

The  1981-82  budget  for  State  hospitals 
projects  a  decrease  of  460  developmentally  dis- 
abled clients.  This  decline  in  population  permits 
a  reduction  of  411.9  level-of-care  positions. 

The  projected  reduction  of  the  developmen- 
tally disabled  population  will  be  achieved 
through  the  normal  projected  decline  of  280  cli- 
ents at  eight  State  hospitals  and  the  phase  out  of 
developmentally  disabled  programs  at  Patton 
State  Hospital.  The  phase  out  of  Patton  pro- 
grams will  result  in  a  decrease  in  expenditures  by 
Developmental  Services  of  $3.8  million.  This  in- 
cludes the  transfer  of  82  clients  to  Camarillo 
State  Hospital  and  the  placement  of  126  clients 
into  community  settings  at  a  cost  of  $2.4  million 
in  1981-82. 

The  budget  also  includes  increased  staffing  for 
State  hospital  clients  in  medical/surgical  and 
continuing  medical  care  programs  as  outlined  in 
the  departmental  study  prepared  pursuant  to 
ACR  103  of  1978.  The  1981-82  budget  proposes 
98.4  positions  at  a  cost  of  $1,835,760  to  raise  the 
staffing  to  97  percent  of  the  standards  for  these 
programs. 

The  Department  of  Developmental  Services' 
capital  outlay  program  of  $99,949,271  for  the 
current  year  and  $32,51 1,252  in  the  budget  year 
includes  $82,275,304  and  $24,105,002  respec- 
tively for  fire  and  life  safety  and  environmental 
improvements  in  the  nine  State  hospitals  oper- 
ated by  this  department.  These  amounts  repre- 
sent the  1980-81  and  1981-82  increments 
necessary  to  assure  all  clients  in  State  hospitals 
reside  in  code  conforming  buildings  by  July 
1982.  Conditional  Federal  Certification  has  been 
granted  based  upon  the  Department's  commit- 
ment to  meet  the  deadline  for  the  projected  July 
1982  population  of  8,070  developmentally  dis- 
abled clients. 
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DEPARTMENT  OF  SOCIAL  SERVICES 

The  programs  administered  by  the  Depart- 
ment of  Social  Services  are  designed  to  provide 
financial  assistance  to  the  eligible  needy  and  to 
prevent  abuse,  neglect,  and  exploitation  of  chil- 
dren and  adults  who  are  unable  to  protect  them- 
selves. Major  programs  include:  (1)  SSI/SSP 
which  provides  cash  grants  to  adults;  (2)  Aid  to 
Families  with  Dependent  Children  (AFDC) 
which  provides  cash  grants  for  children;  (3) 
Food  Stamps  which  provides  nutritional  aid  to 
needy  persons;  and  (4)  Social  Services  which 
provides  assistance  to  persons  in  need. 

Current  Accomplishments 

Approximately  1.5  million  low-income  people 
will  receive  AFDC  grants  to  meet  the  basic 
needs  of  children  and  their  caretakers.  In  1980- 
8 1 ,  the  average  family  of  three,  based  on  June  30, 
1981  payment  standards,  will  receive  a  max- 
imum aid  payment  of  $463  a  month  to  meet 
these  needs.  The  total  grant  costs  will  be  $2.6 
billion  ($1.2  billion  in  General  Fund  money, 
$105  million  in  county  funds,  and  $1.25  billion 
in  Federal  funds). 

The  Supplemental  Security  Income/State 
Supplementary  Program  (SSI/SSP)  is  a  Fed- 
eral-State program  which  provides  grants  to  fi- 
nance basic  needs  of  eligible  aged,  blind,  and 
disabled  individuals.  Based  on  June  30,  1981 
payment  standards,  an  aged  or  disabled  person 
receives  a  maximum  aid  payment  of  $402  and  a 
blind  person  $451  per  month.  Over  707,000 
Californians  will  receive  these  payments  during 
the  year,  at  a  General  Fund  cost  of  $1.25  billion. 

In  the  Food  Stamp  program,  an  estimated 
$639  million  worth  of  food  stamp  coupons  will 
help  approximately  1.8  million  people  to  receive 
food  during  the  1980—81  fiscal  year. 

The  Social  Services  Program  provides  services 
to  California's  elderly,  blind,  and  disabled  citi- 
zens and  to  children  and  families  who  need  help. 
The  In-Home  Supportive  Services  (IHSS)  com- 
ponent of  Social  Services  supplies  homemaker 
and  chore  services  to  the  aged,  blind,  and  dis- 
abled persons  who  need  assistance  with  personal 
care  and/or  essential  housekeeping  tasks.  Ap- 
proximately 93,000  IHSS  recipients  each  month 
will  receive  service  from  county  and  private 
agency  staff  who  provide  such  services  pursuant 
to  State  guidelines.  Departmental  resources  also 
provide  social  services  for  protecting  the  welfare 


of  children  who  are  being  or  are  in  danger  of 
being  abused,  neglected,  or  exploited. 

A  current  year  General  Fund  deficit  of  $41.9 
million  is  anticipated  due  in  large  part  to  a  U.S. 
Supreme  Court  decision  ( Westcott  v.  Califano) 
which,  generally,  eliminates  the  gender  distinc- 
tion when  determining  AFDC-Unemployed 
benefits.  The  General  Fund  grant  cost  of  the 
Courts'  decision,  commencing  in  1980-81,  is 
$26,320,300.  Other  court  actions  and  a  projected 
2.5%  caseload  increase  over  the  budgeted  levels 
contribute  to  the  remaining  deficit  amount. 

Proposed  Budget 

Estimated  expenditures  for  all  programs  will 
approximate  $4.8  billion  in  1981-82.  This  ad- 
justment includes  a  proposed  4.75  percent  statu- 
tory- cost-of-living  increase  to  the  AFDC, 
SSI/SSP,  IHSS  and  Aid  to  the  Potentially  Self- 
supporting  Blind  programs  which  is  discussed  in 
the  special  'A'  page  cost-of-living  section  of  the 
budget. 

Approximately  1.5  million  low-income  people 
in  1981—82  will  receive  AFDC  grants  to  meet 
the  basic  needs  of  children  and  their  caretakers. 
The  average  family  of  three  will  receive  $463  a 
month  and  an  additional  4.75  percent  cost-of- 
living  adjustment  to  meet  these  needs.  The  total 
grant  costs  will  be  $2.7  billion  ($1.25  billion  in 
General  Fund  money,  $108  million  in  county 
funds,  and  $1.34  billion  in  Federal  funds). 

Effective  July  1,  1981,  an  aged  or  disabled 
person  will  receive  $402  and  a  blind  person  $45 1 
per  month  and  an  additional  4.75  percent  cost- 
of-living  adjustment.  Approximately  716,000 
Californians  will  receive  these  payments  during 
the  budget  year,  at  a  General  Fund  cost  of  $  1 .05 
billion. 

In  the  Food  Stamp  program,  an  estimated 
$746.5  million  in  food  stamp  coupons  will  help 
approximately  1.95  million  people  to  receive 
food  during  the  1981-82  fiscal  year. 

An  estimated  $117.7  million  General  Funds 
and  $153.5  million  Federal  Title  XX  funds  will 
serve  an  average  99,000  In-Home  Supportive 
Services  recipients  each  month. 

Among  the  more  significant  program  changes 
are: 

—  A  general  fund  buy-out  of  Federal  Title 
XX  funds  historically  used  for  Child  Care 
programs  is  proposed.  Under  the  provi- 
sions of  new  Federal  Law  (P.L.  96-272, 
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HR  3434),  there  are  no  requirements  for 
any  Federal  Title  XX  funds  to  be  used  for 
child  care  after  Federal  fiscal  year  1981 
(1980-81).  Therefore,  in  lieu  of  transfer- 
ring Federal  Title  XX  funds  to  the  De- 
partment of  Education  through  an 
interagency  agreement  as  in  the  past,  a 
General  Fund  buy-out  of  Federal  Title 
XX  funds  for  child  care  is  proposed  be- 
cause of  the  significant  overmatch  of  State 
funds  used  for  Social  Service  programs. 
The  result  of  this  shift  is  a  proposed  $52 
million  reduction  in  General  Fund  over- 
match for  In-Home  Supportive  Services 
offset  by  an  increase  in  the  Department  of 
Education's  General  Fund  budget  for 
child  care. 

Major  Federal  legislation,  the  Adoption 
Assistance  and  Child  Welfare  Act  of  1980, 
was  signed  into  law  on  June  17, 1980.  Pub- 
lic Law  96-272  (HR  3434),  amends  Part 
A  and  B  of  Title  IV  of  the  Social  Security 
Act  for  the  purpose  of  implementing  a 
new  Title  IV-E  plan  including  a  Federal 
Adoption  Assistance  program  and  im- 
proving child  welfare  services  by  provid- 
ing fiscal  incentives  to  state  which 
implement  services  intended  to  reduce  the 
number  of  children  in  foster  care.  Since 
Federal  regulations  and  state  legislation 
implementing  P.L.  96-272  are  still  pend- 
ing, the  fiscal  impact  of  the  Adoption  As- 
sistance and  Child  Welfare  Act  of  1980  is 
not  fully  known  and  has  not  been  included 
in  the  proposed  budget. 
Due  to  the  increasing  requirements  as- 
sociated with  the  Refugee  Act  of  1980 
(Public  Law  96-212),  32  positions  are 
proposed  to  be  administratively  estab- 
lished in  Fiscal  Year  1980-81.  The  1981- 
82  Budget  proposes  38.5  permanent  posi- 
tions for  the  new  Office  of  Refugee  Serv- 
ices within  the  Department  of  Social 
Services  to  handle  increased  workload  re- 
sulting from  an  increasing  refugee  popula- 
tion. The  objective  of  the  Office  of  Refugee 
Services,  is  to  provide  a  permanent  and 
systematic  procedure  to  assure  that  bene- 
fits are  provided  to  refugees  throughout 
the  State  uniformly  and  in  accordance 
with  State  and  Federal  regulations.  This 
100  percent  federally  funded  program, 


formerly  temporary,  was  made  permanent 
by  the  Refugee  Act  of  1980  Public  Law 
96-212,  signed  by  the  President  in  March 
1980. 
—  It  is  proposed  that  staff  in  Community 
Care  Licensing  be  augmented  by  51.9  po- 
sitions in  Fiscal  Year  1981-82  so  that 
more  effective  and  frequent  evaluations  of 
community  care  facilities  can  be  per- 
formed. This  proposal  to  augment  staff  is 
commensurate  with  the  additional  work 
required  with  existing  facilities  as  well  as 
projected  facility  growth.  Further,  new 
workload  standards  will  be  applied  in 
Community  Care  Licensing,  which  will 
result  in  reduced  cost  allocated  for  county 
licensing.  This  reduction  is  partially  offset 
by  increases  in  the  number  of  facilities  li- 
censed by  the  counties  in  Fiscal  Year  1981 
-82.  The  net  result  is  a  minor  increase  to 
total  cost. 

EMPLOYMENT  DEVELOPMENT 
DEPARTMENT 

The  Employment  Development  Department 
provides  a  labor  exchange  facility  for  jobseekers 
and  employers,  helps  welfare  recipients  and 
other  disadvantaged  persons,  and  young  people 
to  become  self-sufficient  through  job  training 
and  employment,  administers  the  Unemploy- 
ment Insurance  (UI)  and  Disability  Insurance 
(DI)  programs,  and  administers  the  tax  collec- 
tion and  accounting  functions  under  the  UI,  DI, 
and  Personal  Income  Tax  withholding  pro- 
grams. 

Current  Accomplishments 

California  Worksite  Education  and  Training 
Act  (CWETA)  utilized  approximately  $4.3  mil- 
lion of  the  $25  million  appropriation  for  the  pro- 
gram in  1979-80.  The  remaining  funds  will  be 
expended  during  Fiscal  Years  1980-81  and 
1981-82.  Currently,  approximately  3,200  par- 
ticipants are  involved  in  the  program  at  37 
project  sites  statewide.  Eighty-three  percent  of 
these  clients  are  being  trained  in  electronics, 
nursing,  and  agricultural  related  fields. 

Proposed  Budget 

Chapter  918,  Statutes  of  1980  (SB  1476)  es- 
tablished the  Employment  Preparation  Pro- 
gram. The  goal  of  this  program  is  to  prevent  and 
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reduce  welfare  dependency  by  assisting  AFDC 
applicants  and  recipients  to  find  jobs  as  quickly 
as  possible.  A  General  Fund  appropriation  of 
$808,364,  and  13.8  new  positions  are  proposed 
for  the  implementation  and  evaluation  of  the 
pilot  portion  of  this  program.  Approximately 
2, 100  clients  are  expected  to  be  served  in  the  first 
year  of  operation. 

REHABILITATION 

The  Department  of  Rehabilitation  helps  dis- 
abled persons  reach  social  and  economic  in- 
dependence. The  Department's  primary  goal  is 
to  rehabilitate  and  place  into  suitable  employ- 
ment, physically  and  mentally  handicapped  per- 
sons. 

As  a  result  of  Federal  Fund  reductions,  the 
department's  budget  will  be  reduced  by  approxi- 
mately $16.7  million  and  220  personnel  years  in 
1981-82. 

Current  Accomplishments 

State  funding  continues  to  be  provided  to  the 
24  Independent  Living  Centers  in  California. 
Approximately  $3.2  million  in  1980-81,  and 
$4.2  million  in  1981-82  will  be  expended  for 
grants  to  ILCS.  This  continued  funding  has 
maintained  existing  core  services  in  all  24  cen- 
ters. In  addition  $225,000  of  the  1980-81  appro- 
priation has  been  used  to  upgrade  core  services 
in  some  centers. 


Proposed  Budget 

Chapter  1 183,  Statutes  of  1980  authorizes  the 
Department  to  study  the  feasibility  of  establish- 
ing pilot  projects  that  would  alter  the  delivery  of 
services  to  the  severely  disabled  through  a  sys- 
tem of  comprehensive  service  centers.  $700,000 
has  been  appropriated  for  this  purpose. 

The  Department  of  Health  Services  adminis- 
ters the  Adult  Day  Health  Care  Section,  which 
has  recently  been  transferred  to  the  newly  estab- 
lished Office  of  Long  Term  Care  and  Aging  in 
the  Community  Health  Services  Division.  An 
expenditure  increase  of  $10.9  million,  or  $5.6 
million  in  General  Funds,  will  increase  the  num- 
ber of  sites  from  50  to  65  and  the  number  of 
participants  from  2,500  to  3,250. 

Among  the  major  programs  in  the  Depart- 
ment of  Social  Services  which  provide  services  to 
the  elderly  are  the  Supplemental  Security  In- 
come/State Supplementary  Program  (SSI/SSP) 
program  and  the  In-Home  Supportive  Services 
(IHSS)  program.  It  is  estimated  that  the  SSI/ 
SSP  program  will  provide  grants  to  approxi- 
mately 716,000  aged,  blind,  and  disabled  in- 
dividuals at  a  General  Fund  cost  of  $1.05  billion. 
The  IHSS  program  is  anticipated  to  provide 
homemaker  and  chore  services  to  an  average 
99,000  disabled  and  elderly  individuals  each 
month  at  a  total  cost  of  $271.2  million. 
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Youth  and  Adult 
Correctional  Agency 


Effective  December  20,  1979,  the  Governor 
approved  Reorganization  Plan  No.  3  of  1979, 
creating  the  Youth  and  Adult  Correctional 
Agency,  in  response  to  Chapter  1252,  Statutes  of 
1977.  The  new  agency  provides  communication, 
coordination,  and  budget  and  policy  direction 
for  the  Departments  of  Corrections  and  the 
Youth  Authority  and  the  Board  of  Prison 
Terms,  Youthful  Offender  Parole  Board,  Board 
of  Corrections,  Correctional  Industries  Com- 
mission, and  the  Narcotic  Addict  Evaluation 
Authority.  The  Agency  Secretary  is  the  chair- 
person of  the  Board  of  Corrections. 

DEPARTMENT  OF  CORRECTIONS 

The  principal  programs  of  the  Department  of 
Corrections  are  the  control,  care  and  treatment 
of  persons  who  have  been  convicted  of  serious 
crimes,  or  those  admitted  to  the  civil  narcotic 
program,  and  committed  to  state  correctional 
facilities.  The  Department's  objectives  also  in- 
clude supervision  of  individuals  who  have  been 
paroled  from  correctional  facilities  and  returned 
to  the  community. 

The  Department  of  Corrections  is  required  by 
statute  to  accept  convicted  felons  and  commit- 
ted nonfelon  narcotic  addicts  from  California 
courts  when  their  sentence  is  imprisonment  in  a 
State  correctional  facility.  It  is  the  Department's 
responsibility  to  provide  safe  and  secure  deten- 
tion facilities  to  protect  society  from  further 
criminal  activities  and  to  provide  necessary  serv- 
ices such  as  feeding,  clothing,  medical  care,  and 


treatment  programs  including  academic  and  vo- 
cational education,  and  psychiatric  and  counsel- 
ing services.  In  carrying  out  this  responsibility, 
the  Department  operates  12  correctional  institu- 
tions and  three  reception  centers.  In  addition, 
the  Department  operates  a  Re-entry  Program. 
The  primary  objective  of  this  program,  consist- 
ent with  the  public's  safety,  is  to  increase  the  rate 
and  degree  of  successful  transitions  of  adult  of- 
fenders who  have  been,  or  who  are  in  the  process 
of  being,  released  to  the  jurisdiction  of  the  Parole 
and  Community  Services  Division. 

The  Parole  and  Community  Services  Program 
currently  operates  through  four  parole  regions. 

Proposed  Budget 

Current  projections  for  the  Department  of 
Corrections  forecast  a  continued  increase  in  the 
average  daily  institution  population  from  24,805 
in  the  current  year  to  26,150  in  the  budget  year 
or  an  increase  of  1,345.  The  Department's 
proposed  budget  provides  805.5  new  positions 
and  $26.7  million  for  the  necessary  support  serv- 
ices for  this  increased  population  and  related 
workload. 

The  average  daily  caseload  for  the  Parole  and 
Community  Services  Program  is  estimated  at 
17,313  during  the  budget  year,  which  represents 
an  increase  of  2,336  from  the  current  year.  This 
increase  will  require  93  positions  and  $1.3  mil- 
lion above  the  1980-81  revised  level. 

Total  support  expenditures  in  1981-82  for  de- 
partmental institutions  and  camps,  federal  and 
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local  government  facilities,  and  community 
facilities  will  include  $435.2  million  and  9,373.4 
person -years. 

As  part  of  its  long  range  planning  for  upgrad- 
ing the  existing  plants  and  for  new  facilities  to 
meet  increased  inmate  population  needs,  the  De- 
partment of  Corrections  has  developed  a  Facili- 
ties Requirements  Plan  for  a  comprehensive 
capital  outlay  package  covering  the  next  10 
years.  For  the  1981-82  increment  of  the  plan, 
the  Administration  is  requesting  $27.7  million 
including  $15.3  million  for  construction  at  Te- 
hachapi,  $10.4  million  for  planning  at  San  Diego 
and  Folsom,  and  $2  million  for  additional  tem- 
porary housing  units.  An  additional  $9.8  million 
is  requested  for  routine  capital  outlay  projects 
which  includes  $4  million  for  fire  and  life  safety 
projects. 

BOARD  OF  PRISON  TERMS 

The  Board  of  Prison  Terms  (formerly  known 
as  the  Community  Release  Board)  considers  pa- 
role release  and  establishes  the  length  and  condi- 
tions of  parole  for  all  persons  sentenced  to  prison 
under  the  Indeterminate  Sentence  Law  and  re- 
views the  sentences  of  all  determinately  sen- 
tenced (DSL)  prisoners.  The  Board  may 
recommend  to  the  court  that  the  sentence  be 
reviewed  and  the  prisoner  resentenced.  The 
Board  also  may  suspend  or  revoke  the  parole  of 
any  prisoner  who  has  violated  parole.  The  Board 
may  waive  parole  for  any  prisoner  and  may  dis- 
charge any  prisoner  prior  to  the  expiration  of  the 
statutory  maximum  parole  period.  Upon  request 
of  persons  determinately  sentenced,  the  Board 
reviews  the  length  and  conditions  of  parole  im- 
posed by  the  Department  of  Corrections  and  the 
Department's  denial  of  good  time  credit,  and 
may  modify  the  Department's  decision.  The 
Board  also  advises  the  Governor  on  applications 
for  clemency. 

DEPARTMENT  OF  YOUTH  AUTHORITY 

The  primary  objective  of  the  Youth  Authority 
as  stated  in  Section  1700  of  the  Welfare  and 
Institutions  Code  is  "to  protect  society  more 
effectively  by  substituting  for  retributive  punish- 
ment, methods  of  training  and  treatment  direct- 
ed toward  the  correction  and  rehabilitation  of 
young  persons  found  guilty  of  public  offenses." 
The  Department  carries  out  this  mandate  to  pro- 


tect the  public  by:  (1)  providing  residential  and 
community  rehabilitation  programs  which  will 
help  persons  committed  to  the  Youth  Authority 
to  become  useful  and  productive  citizens,  and 
(2)  accumulating  a  body  of  knowledge  relative 
to  the  causes  of  delinquency  and  the  treatment 
and  control  of  those  who  engage  in  illegal  behav- 
ior. 

The  Youth  Authority's  programs  for  offend- 
ers are  carried  out  in  ten  institutions  and  six 
conservation  camps.  The  Institution  and  Camp 
Program  will  provide  appropriate  care,  custody 
and  treatment  for  5,243  wards  (Average  Daily 
Population)  in  Fiscal  Year  1980-81.  In  addi- 
tion, the  Department  provides  post-release  serv- 
ices to  wards  through  thirty  parole  field  offices 
in  four  parole  zones.  The  average  parole  popula- 
tion for  Fiscal  Year  1980-81  is  estimated  to  be 
6,723. 

Proposed  Budget 

The  Department  of  the  Youth  Authority's  av- 
erage daily  institutional  population  is  estimated 
to  be  5,271  for  the  1981-82  budget  year.  This 
represents  a  projected  increase  of  28  persons 
over  current  year.  The  proposed  budget  provides 
33.7  positions  and  $1.3  million  for  security  and 
program  staff  related  to  this  population  increase. 
Average  parole  caseload  is  expected  to  be  7,103 
in  1981-82.  To  carry  out  its  operations,  the 
budget  includes  $224  million  and  4,367.9  posi- 
tions. An  additional  $2.6  million  is  proposed  for 
various  capital  outlay  projects  including  $658,- 
000  for  replacement  of  security  sound  systems, 
and  $500,000  for  special  education  classrooms 
and  offices. 

YOUTH  OFFENDER  PAROLE  BOARD 

Chapter  860,  Statutes  of  1979  separated  the 
Youth  Authority  Board  from  the  Department  of 
Youth  Authority  and  renamed  the  Board  to  the 
Youthful  Offender  Parole  Board.  The  separation 
from  the  Department  of  the  Youth  Authority 
was  effective  January  1,  1980. 

The  Youthful  Offender  Parole  Board  makes 
decisions  as  to  persons  committed  to  the  Depart- 
ment of  the  Youth  Authority.  These  decisions 
involve  setting  a  date  for  the  person's  readiness 
for  return  to  the  community  on  parole;  condi- 
tions relating  to  the  persons  conduct  on  parole; 
violation  and  revocation  of  parole;  return  to  the 
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committing  court  for  redisposition  by  the  court; 
and  discharge  of  the  person  from  jurisdiction  of 
the  Youth  Authority. 


BOARD  OF  CORRECTIONS 

The  principal  activities  of  the  Board  of  Cor- 
rections relate  to  the  functions  of  local  correc- 
tions in  the  State.  The  Board  promulgates 
standards  relating  to  conditions  of  confinement 
for  adults  placed  in  county  and  city  detention 
facilities  including  design  of  physical  plant,  fire 
and  life  safety,  program  activity,  food,  clothing, 
bedding,  medical  care  and  sanitation. 


Proposed  Budget 

Chapter  1351/80  (AB  3245)  established  the 
County  Jail  Capital  Expenditure  Fund  with 
$40,000,000  to  provide  assistance  to  county  jails. 
The  Governor  reduced  this  appropriation  to 
$100,000  (for  planning)  with  a  message  that 
operational  funding  would  be  included  in  the 


1981-82  budget.  AB  3245  requires  the  Board  to 
conduct  needs  assessment  surveys  for  county 
corrections/detention  facilities  including  review 
of  facilities,  incarceration  practices,  jail  popula- 
tion projections,  and  assistance  in  development 
of  architect  design/programming.  The  surveys 
will  provide  county  government  with  reliable 
data  for  purposes  of  making  decisions  on  remod- 
eling or  construction  of  county  correctional 
facilities.  This  budget  proposes  $40  million  from 
the  General  Fund  for  implementation  of  AB 
3245.  Details  of  the  expenditure  will  be  devel- 
oped by  the  Board  of  Corrections  while  the 
county  surveys  are  being  completed. 

The  Board  also  establishes  minimum  stand- 
ards for  the  recruitment,  selection  and  training 
of  all  local  corrections  and  probation  officers, 
and  provides  state  aid  in  the  form  of  grants  to 
any  county  or  city  which  adheres  to  the  selection 
and  training  standards.  For  the  1981-82  Gover- 
nor's Budget,  $6.9  million  from  the  Corrections 
Training  Fund  is  proposed  for  the  second  year 
of  a  training  program  for  local  officers. 
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Education 


DEPARTMENT  OF  EDUCATION 

California's  public  education  system  is  admin- 
istered at  the  State  level  by  the  Department  of 
Education  under  the  direction  of  the  State  Board 
of  Education  and  the  Superintendent  of  Public 
Instruction,  for  the  education  of  more  than  four 
million  students  from  preschool  age  through 
adulthood.  State  support  of  elementary  and  sec- 
ondary education  has  changed  significantly 
since  the  public  approved  Proposition  1 3  in  June 
1978.  During  1978-79,  over  $2.1  billion  was  ap- 
propriated from  the  State  surplus  to  the  public 
schools  to  replace  losses  in  property  taxes  result- 
ing from  the  initiative's  enactment.  In  July  1979, 
the  Legislature  enacted  and  the  Governor  signed 
without  modification,  a  longer  term  school  fi- 
nance measure,  AB  8,  that  established  a  new 
general  aid  support  process  for  the  public 
schools  and  increased  State  support  for  K-12 
schools.  In  the  current  year  (1980-81),  the 
State's  share  of  public  school  support  is  in  excess 
of  70  percent  compared  to  the  39  percent  share 
which  existed  in  1977-78  prior  to  Proposition 
13. 

Current  Accomplishments 

1 .     School  Finance 

State  apportionments  for  the  State's  pub- 
lic schools,  K-12,  totalled  $5,826.9  mil- 
lion in  1980-81.  The  1980-81  Budget  Act 
increased  the  cost-of-living  adjustment  on 
the  base  revenue  limits  provided  in  AB  8 
(Chapter  282,  Statutes  of  1979)  for  the 
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State's  public  schools  from  an  average  of 
8.4  percent  to  9  percent. 
Master  Plan  for  Special  Education 
This  program  insures  that  all  students 
with  exceptional  needs  receive  the  serv- 
ices and  educational  opportunities  appro- 
priate to  meet  their  individual  needs  as 
determined  by  an  Individual  Education 
Plan  (IEP).  Chapter  797,  Statutes  of 
1980  (SB  1870)  provides  for  full  im- 
plementation of  the  Master  Plan  for  Spe- 
cial Education  by  1981-82.  It  is  estimated 
that  390,000  students  will  be  enrolled  in 

Special  Education  Programs. 
School  Improvement  Program 
The  School  Improvement  Program,  es- 
tablished by  Chapter  894,  Statutes  of 
1977  (AB  65),  is  aimed  at  restructuring 
education  in  kindergarten  through  grade 
12.  It  replaced  the  Early  Childhood  Edu- 
cation Program  (ECE)  in  kindergarten 
through  grade  3.  In  the  current  year,  pro- 
gram implementation  funds  of  $129.0 
million  for  grades  K-6  and  $18.6  million 
for  grades  7-12  are  provided  for  a  total  of 
$147.6  million.  An  additional  $4.8  million 
was  provided  for  planning  grants  to  serve 
approximately  135  new  secondary 
schools. 

Economic  Impact  Aid 
Economic    Impact   Aid   is   a   program 
which  revises  and  consolidates  the  former 
Educationally  Disadvantaged  Youth  and 
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Bilingual  Education  Programs.  Chapter 
894/77  (AB  65)  added  467  school  dis- 
tricts to  the  program  in  1979-80,  for  a 
total  of  approximately  1,000,  The  1979- 
80  budget  provided  $2.4  million  for  pro- 
gram expansion,  $8  million  for  districts 
not  receiving  sufficient  funds  through  the 
EIA  formula,  $2  million  for  bilingual 
education  mandated  costs,  and  $2.3  mil- 
lion to  increase  the  supply  of  bilingual 
teachers.  In  1980-81  an  additional  $6.0 
million  was  provided  for  districts  not  re- 
ceiving sufficient  funds  through  the  EIA 
formula. 

5.  Urban  Impact  Aid 

Urban  Impact  Aid  provides  general  aid  to 
unified  school  districts  meeting  the  crite- 
ria of  size  and  concentration  of  disadvan- 
taged pupils  provided  in  Chapter  894/77 
(AB  65).  Chapter  282/79  (AB  8)  aug- 
mented the  program  for  19  school  dis- 
tricts qualifying  on  the  basis  of  ADA. 
Statutory  authority  for  the  program  was 
extended  through  June  30,  1984  by  Chap- 
ter 1354,  Statutes  of  1980. 

6.  Child  Care 

The  1979-80  budget  provided  $4.5  mil- 
lion expansion  funds  for  child  care  to  pro- 
vide services  to  an  additional  3,300 
children  and  $37  million  for  school  dis- 
trict and  community  child  care  programs 
to  replace  revenues  previously  generated 
from  permissive  child  care  override  taxes 
prior  to  passage  of  Proposition  13.  The  25 
percent  match  requirement  for  campus 
child  care  programs  was  reduced  to  12/4 
percent  in  1979-80,  with  General  Fund 
replacement  of  the  remaining  12'/2  per- 
cent. Legislation  enacted  in  1979  con- 
tinued the  authorization  for  the 
alternative  child  care  program  in  AB  460 
(Chapter  251/79)  and  established  inter- 
generational  child  care  programs  in  AB 
1496  (Chapter  974/79).  Chapter  798/80 
provided  $9  million  for  program  expan- 
sion to  serve  approximately  3,889  addi- 
tional children  in  1980-81.  The  same 
legislation  also  provided  $4  million  for 
child  care  capital  outlay  from  the  Special 
Account  for  Capital  Outlay. 


7.  School  Facilities  Aid 

The  School  Facilities  Aid  program  was 
established  by  AB  8  (Chapter  282/79) 
and  is  aimed  at  providing  construction 
and  maintenance  for  elementary  and  sec- 
ondary classrooms  for  the  education  of 
public  school  pupils.  For  the  current  year 
AB  8  appropriates  an  amount  equal  to  the 
repayments  on  State  School  Building  Aid 
loans  (if  any)  in  excess  of  the  amount 
required  to  pay  the  General  Fund  for  debt 
service.  This  amount  is  estimated  to  be 
$61.5  million  in  1980-81.  Because  of  the 
current  fiscal  contraints  now  facing 
school  districts,  however,  subsequent 
legislation  was  enacted  in  1980-81  to  pro- 
vide a  more  comprehensive  funding  of 
school  facilities  construction  and  mainte- 
nance: 

—  Chapter  899,  Statutes  of  1980  (AB 
2973)  allocates  $100  million  from  off- 
shore oil  revenues  in  1980-81. 

—  Chapter  288/80,  Statutes  of  1980  ap- 
propriated $208  million  for  allocation 
in  1980-81  from  the  General  Fund. 

—  Chapter  1354,  Statutes  of  1980  (AB 
2196)  appropriates  $15  million  from 
the  Special  Account  for  Capital  Out- 
lay for  the  purchase  of  additional 
portable/relocatable  classrooms  to 
districts  experiencing  rapid  growth 
enrollments. 

8.  State  Special  Schools 

The  California  School  for  the  Deaf  and 
the  California  School  for  the  Blind,  for- 
merly located  in  Berkeley,  have  now  relo- 
cated to  their  new  facilities  in  Fremont. 
This  marks  the  culmination  of  a  $49.7 
million  construction  effort  over  the  last 
several  years.  However,  there  is  currently 
a  lawsuit  over  the  change  in  the  school's 
location  and  the  effect  of  such  change 
over  the  individual  educational  plans  of 
the  students. 

Proposed  Budgets 

1 .     School  Finance 

The  proposed  budget  contains  a  total  of 
$5,287.7  million  to  fund  State  apportion- 
ments to  K-12  school  districts  in  198 1— 
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82.  This  amount  is  sufficient  to  provide  a 
5.0  percent  cost-of-living  over  1980-81 
base  revenue  limits  for  schools  and  con- 
tinues the  one-time  1980-81  Budget  Act 
cost-of-living  augmentation  into  1981-82. 
This  amount  is  in-lieu  of  the  estimated  7.2 
percent  cost-of-living  adjustment  pro- 
vided in  AB  8  (Chapter  282,  Statutes  of 
1979)  and  will  provide  an  average  in- 
crease to  base  revenue  limits  of  $87  per- 
unit  of  average  daily  attendance. 
In  a  companion  measure  to  be  introduced 
along  with  the  budget,  the  administration 
proposes  to  shift  $361.2  million  in  prop- 
erty taxes  from  cities,  counties  and  special 
districts  to  the  K-12  public  school  system 
releasing  an  equivalent  amount  of  state 
general  funds  for  cost-of-living  increases 
proposed  in  the  Governor's  Budget.  In 
addition,  the  Governor's  proposed  budget 
recognizes  the  release  of  unsecured  prop- 
erty tax  revenues  impounded  by  AB  2196 
(Chapter  1354,  Statutes  of  1980).  It  is 
estimated  that  release  of  these  funds  will 
provide  approximately  $265  million  in 
additional  property  taxes  for  schools: 
$37.1  million  for  the  state's  community 
colleges  and  $227.9  for  K-12  public 
schools.  The  net  result  of  the  companion 
measure  will  be  a  $589.1  million  reduc- 
tion in  state  aid  to  the  public  schools,  K- 
12,  accompanied  by  a  $589.1  million  in- 
crease in  property  tax  revenues  for  no  net 
change  to  school  district  revenue  limits  as 
a  result  of  the  funding  shift. 
The  Governor's  1981-82  Budget  for 
school  apportionments,  K-12,  also  pro- 
poses two  special  reductions  necessary  to 
balance  the  budget.  The  Driver  Training 
Program  for  regular  high  school  students 
is  proposed  for  elimination  (a  savings  of 
$19.1  million)  and  no  funding  for  the 
statutorily  allowable  two  percent  growth 
in  adult  average  daily  attendance  is 
proposed  (a  savings  of  $3.4  million). 
State  funding  for  driver  training  for  hand- 
icapped students  is  proposed  for  continu- 
ance. 
2.     School  Improvement  Program 

For  1981-82,  $150.0  million  is  provided 
for  the  School  Improvement  Program 


(SIP),  including  a  reappropriation  of 
$2.4  million  in  planning  grants  to  enable 
135  secondary  schools  to  complete  the 
planning  process  begun  in  1980-81.  Im- 
plementation for  the  135  schools,  now  re- 
ceiving planning  grants,  would  cost  $5.9 
million  for  the  last  half  of  1981-82  and 
could  be  provided  through  redirection  of 
existing  program  funds. 

3.  Child  Care 

The  Governor's  Budget  for  1981-82  pro- 
vides $3  million  in  child  care  expansion 
funds  for  full  year  annualization  of  the 
expansion  provided  through  Chapter 
798/80  to  a  full  expansion  program  of  $12 
million. 

4.  Bilingual  Teacher  Corps 

Chapter  1261,  Statutes  of  1980  (AB 
2615),  consolidates  the  Bilingual  Teacher 
Corps  and  the  Student  Development 
Grant  programs  under  the  Student  Aid 
Commission.  AB  2615,  Chapter  1261,  ef- 
fects this  merger  on  July  1,  1981.  The  two 
programs  are  continuing  to  operate  sepa- 
rately with  Budget  Act  funding  during 
the  current  fiscal  year. 

5.  Bilingual  Education 

Chapter  1339,  Statutes  of  1980  (AB  507), 
substantially  amended  bilingual  educa- 
tion to:  (1)  define  new  bilingual  program 
curricula,  (2)  establish  language  assess- 
ment procedures,  (3)  extend  bilingual 
teacher  waivers,  (4)  notify  parents  of  stu- 
dent language  assessment  results,  (5)  es- 
tablish exit  criteria  to  mainstream  limited 
and  non-English-Speaking  pupils,  and 
(6)  develop  school  plans  for  limited-  and 
non-English-Speaking  pupils. 

6.  Legislative  Mandates 

Chapter  1135,  Statutes  of  1977  (SB  90), 
empowered  the  State  Board  of  Control  to 
accept  and  arbitrate  mandated  cost 
claims  from  local  school  districts  comply- 
ing with  legislation  passed  since  1973,  de- 
spite disclaimers  exempting  these  costs 
from  reimbursements.  The  1981-82  Gov- 
ernor's budget  provides  $16.3  million  to 
school  districts  for  legislative  mandates, 
including  three  chapters  which  were  ini- 
tially disclaimed — School  Attendance 
Review  Boards  (Chapter  1215/74),  Re- 
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gional  Adult  Vocational  Education 
Councils  (Chapter  1269/75),  and  immu- 
nization records  (Chapter  1176/77). 
Also  included  are  two  new  legislatively 
recognized  mandates — scoliosis  screening 
(Chapter  1347/80).  Basic  skills  confer- 
ences (Chapter  1333/80). 

7.  State  Child  Nutrition  Program 

The  Child  Nutrition  Program  provides 
for  State  allocation  of  funds  to  school  dis- 
tricts and  qualifying  child  care  and  day 
care  centers  for  reimbursement  of  costs 
for  provision  of  nutritious  school  meals. 
The  funding  level  for  the  needy  meals 
component  has  been  increased  $2.7  mil- 
lion over  the  current  year  to  a  budget  year 
level  of  $25.1  million  General  Fund.  This 
provides  for  a  fully  funded  1980-81  basic 
subsidies  for  needy  children. 

8.  Contributions    to    the   State    Teachers' 
Retirement  Fund 

This  program  provides  State  financing  of 
teacher  retirement  benefits  which  are  not 
funded  by  employer  and  employee  contri- 
butions and  income  from  investments. 
Due  to  the  rising  costs  of  retirement  bene- 
fits and  the  escalation  of  the  unfunded 
liability  in  the  Teachers'  Retirement  Sys- 
tem, Chapter  282,  Statutes  of  1979  (AB 
8),  provides  additional  funds  with  the  in- 
tent of  stabilizing  the  growth  in  unfunded 
retirement  obligations.  The  State's  direct 
contribution  to  STRS  including  provi- 
sions of  Chapter  282  totals,  $221.2  mil- 
lion in  1981-82  and  will  continue  to 
increase  in  the  future  through  annual  in- 
flationary adjustments  ($7.7  million  over 
1980—81)  plus  an  additional  annual  in- 
crease of  $20  million  per-year  through 
1994—1995.  Included  within  this  amount 
are  funds  to  meet  costs  of  unused  sick 
leave  credits  and  increased  benefits  pro- 
vided for  in  past  legislation. 

9.  School  Facilities 

In  order  to  protect  the  multibillion  tax- 
payer investment  in  school  facilities,  the 
1981-82  Governor's  Budget  includes 
$279.2  million  for  school  facilities  mainte- 


nance and  construction.  $79.2  million 
represents  a  transfer  of  the  "excess  repay- 
ments" on  State  School  Building  Aid 
Loans,  and  $200  million  represents  an  al- 
location from  offshore  oil  revenues. 

STUDENT  AID  COMMISSION 

The  State  of  California  provides  financial  as- 
sistance through  various  programs  which  assist 
academically  able,  financially  needy  students 
pursuing  postsecondary  education  opportuni- 
ties. The  major  portion  of  this  aid  is  provided 
through  the  Student  Aid  Commission  and  ena- 
bles students  to  attend  private  as  well  as  public 
institutions  at  both  undergraduate  and  graduate 
levels.  The  Commission's  primary  programs  are: 
(1)  the  Cal  Grant  Award  program  through 
which  grant  assistance  is  provided  to  under- 
graduate students  and  (2)  the  State  Guaranteed 
Student  Loan  Program  through  which  low  cost, 
federally  reinsured  loans  are  made  available  by 
commercial  lenders  to  undergraduate  as  well  as 
graduate  students  at  no  cost  to  the  State.  Table 
HI  summarizes  the  Commission's  current  grant 
programs. 

Current  Accomplishments 

In  1980-81,  the  Commission  will  administer 
approximately  $91.6  million  in  grant  assistance 
with  63,926  students  receiving  aid.  In  addition 
to  the  grant  programs,  this  agency  administers 
the  State  Guaranteed  Student  Loan  Program. 
With  the  Commission  serving  as  the  State  guar- 
antee agency  for  federally  reinsured  student 
loans,  an  estimated  $350  million  in  new  student 
loans  will  be  available  in  the  current  year  serving 
an  estimated  140,000  students. 

Proposed  Budgets 

For  1981-82,  $92.4  million  will  provide  grant 
assistance  to  66,974  students.  A  1.8%  General 
Fund  increase  over  1980-81  is  proposed  for 
grants  provided  through  the  new  Bilingual 
Teacher  Grant  Program  (Chapter  1261,  Stat- 
utes of  1980).  In  addition,  the  Commission  an- 
ticipates a  new  student  loan  volume  of 
approximately  $400  million  in  1981-82  serving 
an  estimated  160,000  students. 
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TABLE  III 
SUMMARY  OF  STUDENT  AID  GRANTS 


SCHOLARSHIPS— Cal  Grant  A 

Number  of  Grants 

Average  Amount/Grant 

Total  Cost 

General  Fund 

Federal  Funds 

COLLEGE  OPPORTUNITY  GRANTS— 
Cal  Grant  B 

Number  of  Grants 

Average  Amount/Grant 

Total  Cost 

General  Fund 

Federal  Funds 

OCCUPATIONAL  EDUCATION  AND  TRAINING  GRANTS— 
Cal  Grant  C 

Number  of  Grants 

Average  Amount/Grant 

Total  Cost 

General  Fund 

Federal  Funds 

GRADUATE  FELLOWSHIPS 

Number  of  Grants 

Average  Amount/Grant 

Total  Cost  (General  Fund)  

BILINGUAL  TEACHER  GRANTS 

Number  of  Grants 

Average  Amount/Grants  

Total  Cost  (General  Fund)  

LAW  ENFORCEMENT  PERSONNEL  DEPENDENTS 
SCHOLARSHIPS 

Number  of  Grants 

Average  Amount/Grant 

Total  Cost  (General  Fund)  

SUPERVISED  CLINICAL  TRAINING  GRANTS 

Number  of  Grants 

Average  Amount/Grant 

Total  Cost  (General  Fund)  

TOTAL  NUMBER  OF  GRANTS 

TOTAL  COST 

General  Fund 

Federal  Funds 


1979-80 

1980-81 

1981-82 

38,895 
$1,369 
$53,283,350 
(46,544,214) 
(6,739,136) 

38,735 
$1,521 
$58,930,068 
(52,238,620) 
(6,691,448) 

40,793 
$1,437 
$58,610,620 
(52,238,620) 
(6,372,000) 

20,077 
$1,131 
$22,708,737 
(17,771,213) 
(4,937,524) 

21,415 
$1,183 
$25,345,277 
(20,478,096) 
(4,867,181) 

21,145 
$1,186 
$25,080,096 
(20,478,096) 
(4,602,000) 

2,435 
$952 
$2,318,331 
(1,697,297) 
(621,034) 

2,305 
$1,317 
$3,036,150 
(2,194,879) 
(841,271) 

2,268 
$1,278 
$2,898,504 
(2,072,504) 
(826,000) 

963 

$2,705 
$2,605,805 

1,009 

$2,673 

$2,698,000 

1,006 

$2,682 

$2,698,000 

431 

$2,411 

$1,039,537 

400 

$2,599 

$1,039,700 

1,700 

$1,536 

$2,610,700 

13 

$1,148 

$14,929 

12 

$1,250 

$15,000 

12 

$1,250 

$15,000 

47 

$10,000 

$470,000 

50 

$10,000 

$500,000 

50 

$10,000 

$500,000 

62,861 
$82,440,689 
(70,142,995) 
(12,297,694) 

63,926 
$91,564,195 
(79,164,295) 
(12,399,900) 

66,974 
$92,412,920 
(80,612,920) 
(11,800,000) 
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BOARD  OF  GOVERNORS 
CALIFORNIA  COMMUNITY  COLLEGES 

The  Board  of  Governors  provides  Statewide 
leadership  to  the  70  community  college  districts 
and  106  community  colleges  and  serves  as  a 
planning,  coordinating,  reporting,  advising  and 
regulating  agency.  The  Chancellor's  Office  is  the 
administrative  arm  of  the  Board.  It  directly  ad- 
ministers a  credentialing  program,  the  State 
funded  Extended  Opportunity  Programs  and 
Services  (EOPS),  certain  aspects  of  federally 
funded  occupational  programs,  a  grant  program 
for  community  colleges  engaged  in  projects  of 
innovative  and  nontraditional  methods  of  in- 
struction, and  State  apportionments  to  the  70 
local  districts. 

Current  Accomplishments 

State  apportionments  for  Community  Col- 
leges totalled  $1,044.0  million  in  1980-81.  The 
1980-81  budget  act  increased  the  cost  of  living 
adjustment  provided  in  AB  8  (Chapter  282/79) 
for  Community  Colleges  from  an  average  of  7 
percent  to  9  percent. 

As  part  of  the  Governor's  continuing  commit- 
ment to  serve  disadvantaged  students,  the  1980- 
8 1  budget  increased  funds  for  Extended  Oppor- 
tunity Programs  and  Services  by  13.3  percent 
over  79/80  to  serve  about  3,500  additional  stu- 
dents and  provide  a  9  percent  inflation  adjust- 
ment for  grants  and  services.  Apportionment 
funds  for  handicapped  students  also  contained  a 
9  percent  inflation  factor  to  increase  these  funds 
from  $15,800,000  in  79/80  to  $17,222,000  in  80/ 
81. 

Proposed  Budgets 

The  provisions  enacted  in  AB  8  (Chapter 
282/79)  which  govern  community  college  fi- 
nance expire  at  the  end  of  the  1980-81  fiscal 
year.  New  legislation  will  be  required  to  contin- 
ue state  funding  for  the  Community  Colleges  in 
1981-82. 

Recognizing  the  need  for  new  legislation,  the 
1981-82  budget  proposes  to  reserve  a  total  of 
$919.3  million  to  fund  community  college  legis- 
lation to  be  enacted  during  the  1981  legislative 
session.  This  sum  was  determined  using  current 
law  as  a  basis  for  projecting  the  level  of  appro- 
priation needed  in  the  budget  year  less  a  $10 
million  reduction  to  accommodate  current  fiscal 


restraints.  It  recognizes  a  2.5  percent  growth  in 
community  college  average  daily  attendance  but 
provides  no  cost-of-living  adjustment.  In  addi- 
tion, the  amount  reserved  anticipates  a  compan- 
ion measure  to  the  budget  in  which  the 
Governor  proposes  to  shift  $58.8  million  in 
property  taxes  from  cities,  counties  and  special 
districts  to  the  community  colleges.  Another 
$37.1  million  in  unsecured  property  tax  reve- 
nues impounded  by  AB  2196  (Chapter  1353, 
Statutes  of  1980)  are  proposed  for  release  to 
community  colleges  for  a  total  additional  in- 
crease in  property  tax  revenues  in  1981-82  of 
$95.9  million.  These  additional  property  tax 
revenues  will  release  an  equivalent  amount  of 
State  general  funds  for  cost-of-living  increases 
proposed  in  the  budget.  It  is  anticipated  that 
cost-of-living  for  community  colleges  will  be  the 
subject  of  legislative  action  during  the  1981  Ses- 
sion. 

At  the  direction  of  the  Legislature,  the  Chan- 
cellor's Office  is  conducting  a  comprehensive 
study  of  programs  and  services  for  students  with 
disabilities.  The  study  is  to  include  comparisons 
of  the  scope  and  level  of  such  services  as  pro- 
vided in  the  three  segments  of  postsecondary 
education.  The  study  is  due  to  the  Legislature  by 
February  1,  1981  and  is  to  include  "proposals 
for  changes  in  the  current  statutory  language 
regarding  programs  and  services  for  students 
with  disabilities,  if  necessary."  Because  this  re- 
quired study  has  not  been  completed,  the  Gover- 
nor's Budget  for  198 1-82  contains  the  same  level 
of  funding  as  in  1980-81  for  disabled  students 
services. 

The  1981-82  proposed  budget  contains 
$3,180,000  from  the  Capital  Outlay  Fund  for 
Public  Higher  Education  and  $5,000,000  from 
one-time  unsecured  property  tax  revenues 
(transferred  to  the  General  Fund)  to  be  used  for 
deferred  maintenance  and  special  repairs 
throughout  the  community  college  system. 
These  funds  are  to  be  allocated  by  the  Chancel- 
lor's Office  and  are  to  be  available  until  June  30, 
1983. 

Starting  in  1980-81  and  continuing  in  1981- 
82,  it  is  proposed  to  transfer  local  assistance 
funds  for  vocational  education  projects  from  the 
Department  of  Education  to  the  Chancellor's 
Office  as  reimbursements  to  permit  faster  and 
more  efficient  handling  of  these  projects. 
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UNIVERSITY  OF  CALIFORNIA 

Current  Accomplishments 

In  the  current  year,  the  University  is  provid- 
ing an  education  to  1 12,914  full-time  equivalent 
students  at  the  general  campuses  and  to  12,581 
FTE  students  in  the  health  science  disciplines. 
The  general  campus  students  represent  an  in- 
crease of  4,141  FTE  over  the  level  budgeted  for 
the  current  year.  The  University  will  be  pro- 
vided $2.5  million  to  fund  the  increased  FTE 
pursuant  to  Sec.  28.9  of  the  1980-81  Budget  Act. 

Proposed  Budgets 

The  University  is  planning  to  provide  educa- 
tion to  1 10,864  FTE  students  at  the  general  cam- 
puses and  to  12,802  FTE  students  in  the  health 
science  disciplines  in  1981-82. 

To  accomplish  the  mission  of  providing  Uni- 
versity level  education,  the  1981-82  budget  will 
provide  a  total  of  $  1 ,08 1  million  from  the  Gen- 
eral Fund  for  the  University  of  California.  This 
represents  a  $40.2  million  (3.9  percent)  increase 
above  the  1980-81  level  of  support  exclusive  of 
any  amount  subsequently  granted  for  salary  in- 
creases. Included  in  this  total,  the  budget  pro- 
vides a  $6.8  million  General  Fund  increase  to 
accommodate  the  increase  in  both  general  cam- 
pus and  health  science  disciplines. 

A  total  increase  of  $6,250,000  is  provided  to 
expand  the  research  activities  of  the  University 
of  California.  An  increase  of  $5  million  is 
proposed  as  part  of  an  investment  in  the  econ- 
omy. These  funds  will  provide  initial  funding  to 
match  private  industry  contributions  to  research 
projects  considered  productive  by  a  partnership 
of  academic,  government  and  industry  for  basic 
and  applied  research  in  micro-electronics  and 
computer  sciences.  A  further  increase  of  $1  mil- 
lion is  provided  for  faculty  research  to  provide 
funding  for  faculty,  to  enable  more  rapid 
progress  on  projects  than  otherwise  would  have 
been  possible;  and  to  provide  seed  money,  facili- 
tating the  acquisition  of  additional  extramural 
research  grants.  The  remaining  increase  of 
$250,000  will  provide  for  additional  research 
projects  within  the  California  Space  Institute,  a 
Universitywide  Organized  Research  unit  which 
supports  and  unifies  space-related  research 
within  the  University  of  California. 

In  addition  to  $651,000  for  workload  support 
related  to  the  addition  of  new  space,  the  budget 


continues  $5  million  for  deferred  maintenance 
and  special  repairs  from  the  Capital  Outlay 
Fund  for  Public  Higher  Education. 

The  budget  reflects  the  transfer  of  $2,570,514 
currently  budgeted  in  the  Department  of  Indus- 
trial Relations  to  the  University  of  California  for 
the  development  of  occupational  health  centers, 
one  in  the  northern  part  of  the  State  and  one  in 
the  southern  part.  The  primary  function  of  these 
centers  is  the  training  of  occupational  physicians 
and  nurses,  toxicologists,  epidemiologists  and 
industrial  hygienists.  In  addition,  they  will  serve 
as  referral  centers  for  occupational  illness  and 
will  engage  in  research  on  the  causes,  diagnosis 
and  prevention  of  occupational  illness. 

CALIFORNIA  STATE  UNIVERSITY  AND 
COLLEGES 

Under  the  provisions  of  the  Master  Plan  for 
Higher  Education,  the  California  State  Univer- 
sity and  Colleges  (CSUC)  provide  instruction  in 
the  liberal  arts  and  sciences  and  in  professions  as 
well  as  applied  fields  requiring  more  than  two 
years  of  collegiate  effort.  Also  mandated  is  in- 
struction in  teacher  education  for  undergraduate 
and  graduate  students.  In  addition,  the  doctoral 
degree  may  be  awarded  jointly  with  the  Univer- 
sity of  California  or  private  institutions,  and  fac- 
ulty research  is  authorized.  The  CSUCs  19 
campus  system  is  governed  by  a  23-member 
Board  of  Trustees  which  appoints  the  Chancel- 
lor. 

Current  Accomplishments 

The  1980-81  budget  provides  funds  for  230,- 
750  full-time  equivalent  (FTE)  students. 
However,  fall  enrollment  data  indicates  an  an- 
nual enrollment  of  238,775  FTE  students,  or 
8,025  FTE  students  in  excess  of  the  1980-81 
budgeted  level.  Section  28.9  of  the  Budget  Act  of 
1980  provides  supplementary  funding  for  unan- 
ticipated enrollment  if  increases  exceed  two  per- 
cent of  the  budgeted  enrollment.  Under  such 
Budget  Act  provisions,  CSUC  will  be  provided 
$2.5  million  for  this  over-enrollment  in  1980-81. 
Additionally,  Chapter  884,  Statutes  of  1980, 
provides  $507,296  to  combat  the  growing  inci- 
dence of  violent  crimes  on  the  CSU-San  Jose 
Campus. 

In  addition,  the  1980-81  budget  provides 
$647,285  to  finance  special  conservation  projects 
directed  to  reducing  CSUCs  energy  consump- 
tion. 
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Proposed  Budget 

In  1981-82,  the  CSUC  system  anticipates  en- 
rolling 236,850  FTE.  This  represents  an  increase 
from  the  previous  year  budgeted  enrollment  of 
6,100  FTE.  The  1981-82  budget  provides  a  total 
of  $938.7  million  in  General  Fund  support.  This 
is  an  increase  of  $6.1  million  (0.7%)  above  the 
amount  appropriated  for  the  1980-81  fiscal 
year,  exclusive  of  any  amount  that  may  be  subse- 
quently granted  for  salary  increases.  The  total  of 
$938.7  million  includes  an  increase  of  $11,388,- 
305  necessitated  by  the  estimated  rise  in  enroll- 
ment. The  proposed  1981-82  budget  also 
contains  new  or  additional  funds  to  continue  a 
phase-in  of  campus  computer  staffing 
($358,684);  to  implement  Phase  I  of  an  Inte- 
grated  Business   System   which   will   upgrade 


CSUCs  present  accounting  system  ($234,000); 
to  expand  the  retention  activities  of  core  student 
affirmative  action  programs  on  eight  CSUC 
campuses  ($200,000);  and  to  continue  addition- 
al positions  authorized  by  special  legislation 
(Chapter  884,  Statutes  of  1980)  for  public  safety 
at  CSU-San  Jose  ($223,291).  In  addition,  the 
1981-82  budget  proposes  $679,649  from  the  En- 
ergy and  Resources  Fund  to  continue  funding 
for  minor  retrofit  and  relamping  projects  to  low- 
er energy  consumption  rates  at  CSUC.  An  addi- 
tional $4,159,750  from  the  Capital  Outlay  Fund 
for  Public  Higher  Education  (COFPHE)  is 
proposed  for  instructional  equipment  replace- 
ment which  was  previously  funded  from  the 
General  Fund. 
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HIGHER  EDUCATION  CAPITAL  OUTLAY 

Deciding  upon  the  proper  amount  and  timing 
of  capital  expenditures  for  education  is  a  com- 
plex and  difficult  task.  Problems  relating  to  con- 
struction, technology,  and  design  are  different 
for  each  project,  but  beyond  that  are  the  ques- 
tions of  the  number  and  mix  of  students  to  be 
served  and  the  most  equitable  methods  of  fi- 
nancing the  facilities  ultimately  approved.  The 
Capital  Outlay  Program  for  Higher  Education 
continues  to  fund  the  highest  priority  needs  for 
Higher  Education.  The  1981-82  Capital  Outlay 
Program  proposes  utilization  of  resources  from 
four  funds:  the  Capital  Outlay  Fund  for  Public 
Higher  Education  (COFPHE)  ($64,557,150); 
the  Energy  and  Resources  Fund  (ERF)  ($734,- 
250);  the  Health  Science  Facilities  Construction 
Program  Bond  Fund  ($2,618,000);  and  the 
Community  College  Construction  Program 
Bond  Act  of  1972  ($640,500). 

The  Capital  Outlay  Fund  for  Public  Higher 
Education  is  funded  from  a  portion  of  the  State's 
Tideland  Oil  Revenues.  Revenues  in  the  fund  for 
1981-82  are  proposed  to  be  expended  for  capital 
outlay  needs  for  the  University  of  California, 
General  Campuses  ($20,615,000)  and  Health 
Sciences  ($2,356,000);  the  California  State  Uni- 
versity and  Colleges  ($21,845,650);  the  Califor- 
nia Maritime  Academy  ($277,500);  and  the 
California  Community  Colleges  ($19,463,000). 

The  Energy  and  Resources  Fund  was  estab- 


lished by  Chapter  899,  Statutes  of  1980  and  re- 
ceives its  income  from  a  portion  of  the  States's 
Tideland  Oil  Revenues.  The  1981-82  Gover- 
nor's Budget  proposes  $734,250  from  the  Ener- 
gy and  Resources  Fund  to  provide  a  greater 
emphasis  towards  the  development  of  prelimi- 
nary plans  for  five  cogeneration  plants  at  three 
UC  campuses  and  two  campuses  at  the  Califor- 
nia State  University  and  Colleges. 

The  Health  Sciences  Facilities  Construction 
Program  Bond  Fund  receives  its  income  from 
the  sale  of  general  obligation  bonds  and  is  used 
exclusively  to  finance  Health  Science  capital 
outlay  projects  for  the  University  of  California. 
The  expenditures  proposed  for  this  budget  will 
substantially  exhaust  the  bonds  authorized  by 
the  electorate  in  1972. 

The  Community  College  Construction  Pro- 
gram Bond  Act  of  1972  received  its  income  from 
the  sale  of  general  obligation  bonds,  and  is  used 
exclusively  to  finance  capital  outlay  projects  for 
the  California  Community  Colleges.  The  ex- 
penditures proposed  for  this  budget  will  substan- 
tially exhaust  the  bonds  authorized  by  the 
electorate  in  1972.  In  addition  the  remaining 
balances  in  the  Junior  College  Construction  Pro- 
gram Bond  Act  of  1968  will  be  transferred  into 
the  Bond  Act  of  1972  for  expenditures  proposed 
in  the  1981-82  Governor's  Budget. 

The  following  Table  IV  illustrates  the  rela- 
tionship between  fund  sources  and  the  proposed 
use  of  those  funds  by  the  education  segments. 


TABLE  IV 

TOTAL  EXPENDITURES  FOR  MAJOR  AND  MINOR  CAPITAL  OUTLAY  IMPROVEMENTS 

FOR  THE  SEGMENTS  OF  EDUCATION 

1981-82 

California 

University  of  California  State             California         California 

General             Health  University         Maritime        Community 

Campuses          Sciences  and  Colleges       Academy           Colleges 

Expenditures  from: 

Capital  Outlay  Fund  for  Public  Higher  Education       $20,615,000        $2,356,000  $21,845,650           $277,500      $19,463,000 

Energy  and  Resources  Fund 515,000               12,250  207,000 

Health  Science  Facilities  Construction   Program 

Bond  Fund -          2,618,000  - 

Community  College  Construction  Program  Bond 

Act  of  1972 -    =      -    -  640,500 

Subtotal,  State  Support  $21,130,000        $4,986,250  $22,052,650           $277,500      $20,103,500 

Federal  Funds 3,453,000               92,000  _                       _                       _ 

Non-State  Funds 36,044,000         10,502,000  4,559,000                       -          3,912,800 

Hospital  Reserves  Account -  244,000  -    -      - 

Subtotal,  Non-State  Support $39,497,000      $10,838,000        $4,559,000    -        $3,912,800 

TOTAL,  CAPITAL  OUTLAY  PROGRAM  EX- 

PENDITURE  BY  SEGMENT $60,627,000      $15,824,250  $26,611,650           $277,500      $24,016,300 


Total 

Capital  Outlay 

Expenditures 

by  Fund 

$64,557,150 
734,250 

2,618,000 

640,500 
$68,549,900 

3,545,000 

55,017,800 

244,000 

$58,806,800 
$127,356,700 
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UNIVERSITY  OF  CALIFORNIA 

The  University  has  two  major  capital  outlay 
budgets:  one  pertains  to  the  eight  general  cam- 
puses and  the  other  to  campuses  which  have 
health  sciences  programs. 

Current  Accomplishments 

The  1980-81  budget  reflects  the  planning  and 
construction  of  projects  using  funds  made  avail- 
able by  the  Health  Sciences  Facilities  Construc- 
tion Program  Bond  Fund.  These  funds  are  used 
exclusively  to  finance  health  sciences  capital 
outlay  projects  for  the  University  of  California. 
Capital  Outlay  Fund  for  Public  Higher  Educa- 
tion (COFPHE)  funds  were  also  made  available 
for  the  highest  priorities  of  the  University. 
Projects  consisted  of  the  correction  of  life  safety, 
handicapped,  minor  capital  improvements  and 
construction  funds  for  the  northern  regional  li- 
brary compact  shelving  facility.  In  addition, 
planning  funds  have  been  provided  for  the  devel- 
opment of  studies  to  determine  the  effect  of  the 
State  Seismic  policy  upon  all  University  facili- 
ties. COFPHE  funds  were  also  used  to  purchase 
the  San  Diego  County  Hospital. 

Proposed  Budget 

Funding  for  1981-82  encompasses  the  highest 
priorities  of  the  University  of  California. 
Projects  consist  of  the  corrections  to  life  and 
safety  deficiencies,  minor  capital  improvements, 
planning  funds  for  the  southern  regional  library 
compact  shelving  facility  at  the  Los  Angeles 
campus,  and  construction  and  equipment  for  the 
microelectronics  fabrication  laboratory  in  Cory 
Hall  at  the  Berkeley  campus.  In  addition,  plan- 
ning funds  have  been  provided  for  the  Food  and 
Agriculture  Sciences  Building  at  the  Davis  cam- 
pus. This  project  will  provide  a  facility  to  house 
the  Departments  of  Animal  Science,  Avian 
Sciences,  Environmental  Toxicology,  Nutrition, 
and  Food  Protection  and  a  Toxicology  Center 
which  collectively  deals  with  major  problems  in 
food  supply,  food  safety,  environmental  quality 
and  human  nutrition. 

THE  CALIFORNIA  STATE  UNIVERSITY 
AND  COLLEGES 

The  State  University  and  Colleges  consist  of 
19  campuses,  serving  the  entire  State  of  Califor- 


nia from  Eureka  in  the  north,  to  San  Diego  and 
Calexico  in  the  south. 

Current  Accomplishments 

The  1980-81  Capital  Outlay  Program  was  de- 
signed to  continue  the  elimination  of  architec- 
tural barriers  to  the  physically  handicapped  and 
other  code  deficiencies,  minor  capital  outlay  im- 
provements, funds  for  the  planning  of  a  cogener- 
ation  plant  at  San  Diego  State  University, 
construction  funds  for  an  Art  and  Design  Center 
at  State  University,  Northridge,  and  planning 
funds  for  faculty  office  buildings  at  State  Univer- 
sity Northridge  and  State  Polytechnic  Univer- 
sity Pomona. 

Proposed  Budget 

Funding  for  1981-82  will  meet  a  number  of 
high  priority  projects,  including  continuation  of 
the  elimination  of  architectural  barriers  to  the 
physically  handicapped  and  other  code  deficien- 
cies; continuation  of  high  priority  energy  conser- 
vation projects;  minor  capital  outlay 
improvements;  equipment  funds  to  make  opera- 
ble the  science  building  at  Humboldt  State  Uni- 
versity, the  music  building  at  State  University 
Long  Beach,  and  the  library  at  San  Jose  State 
University;  construction  funds  for  faculty  office 
buildings  at  State  University  Northridge  and 
State  Polytechnic  University  Pomona;  and  plan- 
ning funds  for  four  new  cogeneration  plants  at 
State  University  Northridge,  State  Polytechnic 
University  Pomona,  San  Jose  State  University, 
and  State  Polytechnic  University  San  Luis 
Obispo. 

CALIFORNIA  MARITIME  ACADEMY 

The  Academy's  primary  objective  is  to  pro- 
vide the  highest  quality  of  instruction  in  the  nau- 
tical sciences,  marine  sciences  and  related  fields. 
This  program  produces  well-trained,  college 
educated  officers  for  the  maritime  industry. 

Current  Accomplishments 

Recognizing  the  need  for  new  facilities,  the 
Legislature,  over  the  past  four  years,  appropriat- 
ed approximately  $8.4  million  in  construction 
funds  for  residence  halls,  electrical  distribution 
system,  faculty  office  addition,  administration 
addition,  physical  education  facilities,  welding 
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laboratory,  library  addition,  and  a  radar  simula- 
tion laboratory  to  meet  the  requirements  of  the 
5-year  academic  master  plan.  All  facilities  are 
completed  and  in  operation.  No  Capital  Outlay 
expenditures  were  proposed  in  1980-81. 

Proposed  Budget 

Funding  for  1981-82  proposes  a  wind  turbine 
electric  power  generator  which  will  provide  an 
alternative  energy  source  of  power  sufficient  to 
meet  most  of  the  electrical  needs  of  the  Acade- 
my. 

CALIFORNIA  COMMUNITY  COLLEGES 

The  California  Community  Colleges  provide 
opportunities  for  higher  education  based  upon 
local  community  needs  by  offering  two-year  col- 
lege level  and  vocational  courses. 

Current  Accomplishments 

The  Community  College  Construction  Act  of 
1980,  as  enacted  by  Chapter  910,  Statutes  of 
1980,  revised  the  funding  mechanism  for  Com- 
munity College  Capital  Outlay.  The  passage  of 
Proposition  1 3  virtually  eliminated  the  ability  of 
local  community  college  districts  to  provide  the 
traditional  matching  share  of  project  costs  as 
previously  required  by  the  then  existing  statutes. 


The  Construction  Act  of  1980  allows  for  an  in- 
crease in  the  State  share  of  the  cost  of  a  project 
up  to  100  percent  of  the  total  project  cost,  based 
upon  certification  by  the  Community  College 
Chancellor's  Office  that  district  reserves  are  in- 
sufficient to  allow  the  district  to  bear  the  tradi- 
tional share  of  the  project. 

The  1980-81  Capital  Outlay  Program  includ- 
ed projects  for  the  removal  of  the  most  critical 
architectural  barriers  to  the  physically  hand- 
icaped  for  State  supported  facilities  and  working 
drawing  and  construction  funds  to  meet  the 
most  critical  needs  for  instructional  and  related 
capacity  space  at  various  colleges. 

Proposed  Budget 

The  1981-82  budget  proposes  to  continue  the 
elimination  of  the  most  critical  architectural 
barriers  to  the  physically  handicapped  for  State- 
supported  facilities.  In  addition,  this  budget  pro- 
poses to  fund  two  energy  conservation  retrofit 
projects,  equipment  funds  to  make  operable 
previously  funded  construction  projects,  and  six 
construction  projects  to  meet  critical  needs  for 
instructional  capacity  space  including  initial 
construction  of  a  permanent  campus  for  Mendo- 
cino Community  College  and  the  construction 
of  a  general  classroom  building  at  Saddleback 
Community  College. 
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General  Government 


OFFICE  OF  CRIMINAL  JUSTICE  PLANNING 

The  Office  of  Criminal  Justice  Planning  pro- 
vides staff  support  to  the  California  Council  on 
Criminal  Justice;  coordinates  planning  efforts  by 
private,  State  and  local  agencies  in  the  criminal 
justice  system;  and  administers  federally-funded 
grants  to  those  agencies  in  accordance  with  the 
plans  developed  under  Federal  and  State  guide- 
lines. 

Proposed  Budget 

Administration  of  the  Rape  Victim  Program 
was  shifted  from  the  Department  of  Social  Serv- 
ices to  OCJP  by  Chapter  917/80  (SB  862).  In 
addition  to  the  $207,638  in  grant  funds  trans- 
ferred to  OCJP,  SB  862  appropriated  $412,500 
for  additional  grants  and  $150,000  for  support 
costs.  This  budget  proposes  to  continue  the  an- 
nual grant  level  of  $620,138  as  established  by 
Chapter  917  and  the  $150,000  for  administrative 
costs  of  the  program. 

The  budget  year  reflects  continuation  of  the 
Victim/Witness  Assistance  Center  Program  at 
the  $3.0  million  level  funded  in  the  current  year. 
Legislation  will  be  supported  to  extend  assess- 
ments available  to  the  program  from  the  Indem- 
nity Fund,  which  are  scheduled  to  expire 
December  31,  1981. 

Chapter  1167/78  established  the  Career 
Criminal  Apprehension  Program  to  provide  spe- 
cial funding  to  local  law  enforcement  agencies 
targeted  for  the  apprehension  of  a  relatively 
small  number  of  repeat/violent  "career  crimi- 
nals". This  budget  proposes  $2.5  million  from 


the  General  Fund  for  permanent  financing  of 
this  program. 

The  Crime  Resistance  Task  Force  was  estab- 
lished to  develop  citizen  involvement  in  local 
crime  prevention  programs.  This  budget  pro- 
poses a  General  Fund  appropriation  of  $1,315,- 
249  for  support  and  local  assistance. 

The  State  currently  provides  disaster  and 
related  emergency  training  at  CSTI.  This  budget 
proposes  $500,000  from  the  General  Fund  to 
provide  for  post-formal  CSTI  training  of  local 
law  enforcement  personnel  to  develop  plans  for 
security  in  connection  with  urban  disasters  and 
civil  disorders. 

Legislation  will  also  be  requested  to  continue 
the  Career  Criminal  Prosecution  program,  and 
to  shift  the  source  of  funds  from  the  General  to 
the  Indemnity  Fund.  This  legislation  will  pro- 
pose increased  fines  to  support  the  additional 
cost  to  the  Indemnity  Fund.  This  program  has 
been  highly  effective  in  aiding  District  Attor- 
neys in  their  prosecution  efforts. 

CALIFORNIA  ARTS  COUNCIL 

The  California  Arts  Council  was  established 
in  1975  to  encourage  the  growth  of  artistic  ex- 
pression and  participation  at  State  and  local  lev- 
els. In  the  past  two  years,  the  Council  has 
significantly  extended  program  outreach  to  ru- 
ral and  urban  populations,  to  the  institutional- 
ized, developmentally  disabled,  and  culturally 
deprived,  and  to  audiences  for  small,  local  pro- 
ductions as  well  as  prominent  organizations. 

The  1981-82  profile  for  the  California  Arts 
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Council  reflects  a  successful,  multi-faceted  orga- 
nization deeply  committed  to  protecting  and 
promoting  the  cultural  environment  of  the  State. 
A  total  of  $2.3  million  is  devoted  to  residency 
programs  in  schools,  communities,  hospitals, 
prisons,  and  mental  health  facilities.  Resident 
artists  teach,  provide  workshops  and  demonstra- 
tion classes,  promote  more  effective  learning 
techniques  through  incorporation  of  art  into 
other  disciplines,  and  assist  students,  the  elderly, 
and  other  clients  to  raise  self  esteem  through 
participation  and  awareness  of  the  arts. 

A  total  of  $6.3  million  is  used  in  support  of 
grants  to  help  non-profit  arts  organizations 
strengthen  their  internal  management  and  em- 
ploy professional  staff,  and  to  extend  arts  pro- 
grams and  performances  more  broadly  to  the 
general  public.  Grants  are  awarded  to  over  600 
local  and  prominent  organizations,  and  techni- 
cal assistance  is  provided  to  over  200  additional 
organizations  and  thousands  of  individual  artists 
through  regional  technical  assistance  consortia. 

Another  $3.3  million  supports  various  state- 
wide programs  and  apprenticeship  training 
($90,974) .  Of  note  in  the  statewide  program  cat- 
egory is  the  State/Local  Partnership  Program 
initiated  by  the  California  Arts  Council  in  1980- 
81  to  promote  local  cultural  planning  and  to 
reach  previously  underserved  regions  of  the 
State  with  arts  programs.  This  program  provides 
phased  grants  to  each  participating  county  to 
stimulate  a  countywide  planning  effort  for  arts 
programs  and  to  provide  seed  money  for  im- 
plementation of  the  plan.  Thirty-five  counties 
were  expected  to  participate  in  1980-81.  Pro- 
gram outreach  was  so  successful,  however,  that 
57  counties  requested  to  participate.  Grants  for 
the  State/Local  Partnership  Program  are  there- 
fore proposed  to  be  augmented  by  $350,000  in 
1981-82  to  a  total  of  $1,400,000  to  permit  full 
statewide  participation. 

Two  legislative  changes  to  Council  programs 
merit  attention.  Chapter  1258  of  the  Statutes  of 
1980  created  the  Exemplary  Arts  Education 
Program  to  encourage  and  assist  in  the  establish- 
ment, conduct,  or  improvement  of  elementary 
and  secondary  educational  programs  which  inte- 
grate the  arts  into  the  curricula  for  academic 
disciplines.  Chapter  1258  appropriates  $750,000 
to  the  Council  annually  for  three  years  begin- 
ning in  1981-82  and  requires  the  Council  and 


the  Department  of  Education  to  administer  the 
program  jointly.  In  addition,  Chapter  493  of  the 
Statutes  of  1980  transferred  the  appropriation 
for  the  Art  in  Public  Buildings  Program  from 
the  Department  of  General  Services  to  the 
Council.  Chapter  493  requires  the  Council  and 
the  State  Architect's  Office  to  work  together  to 
select  state-owned  facilities  as  sites  for  original 
works  of  art  created  by  California  artists.  The 
Council  will  use  its  panel  process  of  volunteer 
professionals  in  arts  fields  to  select  art  projects 
for  placement  in  state  buildings. 

The  1981-82  budget  for  the  California  Arts 
Council  also  proposes  an  administrative  reor- 
ganization to  assist  the  Council  in  carrying  out 
its  increased  management  responsibilities.  Since 
1978-79,  Council  programs  have  grown  in  scope 
and  outreach  by  approximately  600  percent,  but 
staff  has  expanded  by  less  than  half  that  amount. 
In  order  to  provide  the  Council  with  the  man- 
agement resources  needed  to  guide  its  complex 
and  varied  cultural  programs,  thirteen  addition- 
al staff  positions  are  proposed  in  1981-82  as  part 
of  a  major  reorganization  ($0.6  million). 

CALIFORNIA  PUBLIC  BROADCASTING 
COMMISSION 

The  California  Public  Broadcasting  Commis- 
sion proposes  a  major  departure  from  previous 
years  through  the  establishment  of  new  pro- 
grams and  policies  which  will  bring  the  full 
benefits  of  public  telecommunications  to  the 
State's  citizens.  California  can  use  public  tele- 
communications to  extend  democratic  princi- 
ples of  governance  and  effectiveness  of  service; 
linkages  can  be  built  which  transform  the  sense 
of  closeness  to  government  felt  perhaps  by  tens 
of  thousands  into  one  known  by  millions.  Open 
government  is  a  common  intent;  in  a  society  of 
more  than  22  million,  its  art  will  be  public  tele- 
communications. 

Proposed  Budget 

The  following  new  programs  and  program 
augmentations  are  proposed  for  1981—82: 

$794,606  is  proposed  from  the  General  Fund 
to  establish  and/or  expand  news  bureaus  to  pro- 
duce daily  news  coverage  and  documentaries  on 
public  policy  and  governmental  events.  The  As- 
sociation of  California  Public  Radio  Stations 
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will  be  granted  funds  to  continue  and  expand 
California  Public  Radio  (CPR),  a  statewide 
programming  service  which  provides  daily, 
weekly  and  special  reports  in  English  and  Span- 
ish to  19  public  radio  stations  in  the  State.  The 
Association  of  California  Public  Television  Sta- 
tions (ACPTS)  will  be  granted  funds  to  estab- 
lish a  Sacramento  center  for  governmental  news 
and  public  affairs  television  broadcasting.  Fund- 
ing will  support  the  continuation  of  Sacramento 
Week  in  Review  and  the  initiation  of  live  and 
special  events  coverage  of  the  Legislature,  the 
Executive  Office,  and  the  agencies  of  State  gov- 
ernment. Programs  will  be  distributed  statewide 
to  the  twelve  public  television  stations.  In  addi- 
tion, three  hour-long  documentaries  will  be  pro- 
duced on  sensitive  public  policy  issues  such  as 
disposal  of  toxic  wastes. 

$100,000  is  proposed  from  the  California  En- 
vironmental License  Plate  Fund  to  produce 
news  coverage  and  programming  on  environ- 
mental issues.  Of  this  amount,  $50,000  is  for  a 
radio  news  coverage  and  $50,000  is  for  television 
coverage. 

$199,978  is  proposed  from  the  General  Fund 
to  establish  an  on-going  program  to  develop  in- 
terconnection between  public  broadcast  stations. 
Interconnection  is  the  technology  and  manage- 
ment structure  which  provide  the  links  in  a  tele- 
communication system.  Two  projects  are 
proposed  for  1981-82:  the  completion  of  a  two- 
way  terrestrial  audio  and  video  microwave  link 
between  the  State  Capitol  and  the  public  televi- 
sion station  in  San  Francisco  to  permit  the  trans- 
mittal of  State  government  and  policy  news  to 
the  entire  State  via  satellite;  and  a  statewide  sur- 
vey of  existing  and  planned  interconnection  sys- 
tems to  prepare  a  State  master  plan  for  systems 
integration.  Upon  completion  of  the  plan,  the 
California  Public  Broadcasting  Commission  will 
apply  for  a  Federal  grant  from  the  National 
Telecommunications  and  Information  Adminis- 
tration for  hardware  funding. 

$240,384  is  proposed  from  the  General  Fund 
to  develop  applications  of  telecommunications 
within  State  government.  Of  this  amount,  $175,- 
384  would  be  used  to  establish  pilot  demonstra- 
tions with  three  State  agencies  on  the  benefits  of 
telecommunications  technologies  with  emphasis 
on  teleconferencing,  and  $50,000  is  proposed  to 
explore  the  use  of  computer-based  and  two-way 
interactive  video  technologies   ("telematics"). 


In  addition,  $15,000  is  proposed  to  train  public 
information  officers  to  use  cable  television  in 
providing  public  information  and  to  ascertain 
availability  of  community  service  cable  chan- 
nels. 

In  support  of  these  programs,  $211,496  is 
proposed  from  the  General  Fund  to  augment  the 
Commission's  staff  by  6.5  positions. 

The  Commission  is  sensitive  to  the  current 
State  fiscal  projections  and  to  the  limited  re- 
sources available.  It  is  precisely  because  of  this 
sensitivity  that  public  telecommunications  is 
pushed  to  the  fore;  the  modest  costs  of  applying 
public  telecommunications  to  goals  and  activi- 
ties underway,  and  to  dissemination  of  news  on 
the  democratic  process,  will  extend  the  effective- 
ness of  government  geometrically,  both  in  terms 
of  those  served  and  in  quality  of  service. 

DEPARTMENT  OF  INDUSTRIAL  RELATIONS 

The  objective  of  the  Department  of  Industrial 
Relations  is  to  foster,  promote  and  develop  the 
welfare  of  California's  wage  earners,  to  improve 
their  working  conditions  and  to  advance  their 
opportunities  for  profitable  employment. 

Current  Accomplishments 

During  the  current  year,  the  Department  is 
actively  involved  in  pursuing  and  eradicating 
problems  associated  with  toxic  substances  in  the 
workplace.  Consistent  with  this  is  the  analyzing 
of  health  data  for  the  work  environment,  con- 
ducting health  inspections  of  work  facilities  and 
operation  of  a  24-hour  "hotline"  for  information 
related  with  toxic  spills. 

Proposed  Budget 

In  the  coming  year,  the  Department  will  seek 
legislation  to  support  the  budget  of  the  Division 
of  Industrial  Accidents  through  User  Funding. 
The  User  Funding  Program  will  permit  the  De- 
partment to  assess  fees  upon  private  industry 
sufficient  to  pay  administrative  costs  for  the 
Workers'  Compensation  Program  serving  the 
private  sector.  The  public  sector's  share  of  ad- 
ministrative costs  will  still  be  charged  to  the 
General  Fund. 

If  the  passage  of  legislation  is  successful,  ap- 
proximately 80%  of  the  Division's  budget  will 
be  offset  by  reimbursements  for  an  estimated 
savings  of  $27,000,000  to  the  General  Fund.  Ad- 
ditionally, DIR  will  be  requesting  an  augmenta- 
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tion  to  this  program  of  approximately 
$4,849,207  and  135  positions.  The  details  will  be 
presented  to  the  Legislature  at  a  later  date.  The 
augmentation  will  enable  the  Division  to  reduce 
litigation  costs  to  private  industry. 

In  addition,  AB  946,  enacted  in  1980,  man- 
dates that  the  Department  administer  the  Asbes- 
tos Workers'  Account  to  provide  relief  to 
injured  workers  suffering  from  asbestosis.  The 
Fund  will  provide  medical  and  temporary  disa- 
bility benefits  until  such  time  as  legal  precedents 
have  been  established  to  simplify  and  shorten 
delays  in  collecting  benefits.  The  1981-82 
budget  proposes  8.0  positions  to  be  funded 
through  redirection  of  existing  resources  to  ad- 
minister this  account. 

The  Department  is  also  proposing  15  addi- 
tional positions  in  the  Division  of  Labor  Stand- 
ards Enforcement  contingent  upon  funding  from 
the  Contractors  State  Licensing  Board.  These 
positions  are  to  provide  enforcement  against  the 
increased  number  of  unlicensed  contractors  and 
contractors  who  make  unrecorded  cash  pay- 
ments. Legislation  enacted  in  1980  allows  the 
Division  to  assess  penalties  against  such  employ- 
ers. Estimated  State  General  Fund  revenues  to 
be  generated  by  this  program  are  approximately 
$1,000,000  annually. 

FOOD  AND  AGRICULTURE 

The  Department  of  Food  and  Agriculture  is 
engaged  in  a  program  to  eradicate  a  major  infes- 
tation of  the  Mediterranean  fruit  fly  in  Santa 
Clara  County  and  a  minor  infestation  in  Los 
Angeles  County.  The  Mediterranean  fruit  fly  is 
a  tenacious  pest  which  breeds  extremely  quickly 
and  is  so  damaging  in  its  larval  stage  that  other 
nations  frequently  embargo  all  host  crops  from 
an  infested  area.  An  embargo  of  the  State's  fruit 
crops  would  prove  disastrous  to  agriculture,  and 
the  Department  is  therefore  committed  to  eradi- 
cating the  pest  as  rapidly  and  safely  as  possible. 

Eradication  operations  began  in  1980-81  us- 
ing the  Department's  Emergency  Fund 
($1,000,000)  augmented  by  an  additional 
$1,000,000  appropriated  by  Chapter  1146,  Stat- 
utes of  1980.  Eradication  efforts  are  anticipated 
to  continue  through  1983,  and  the  Department 
proposes  to  support  1981-82  activities  through 
redirection  of  $887,721  from  lower  priority  pro- 
grams. 


In  order  to  preserve  and  develop  California's 
agricultural  resources,  the  Department  is 
proposing  a  new  agricultural  research  program 
supported  by  a  $12,500,000  appropriation  from 
the  Energy  and  Resources  Fund.  Funding  will 
be  utilized  to  support  programs  and  projects  de- 
signed to  meet  the  following  objectives: 

Enhancement  of  agricultural  productivity 
through  maintenance  of  existing  resources; 

Reduction  in  the  dependence  on  foreign  ener- 
gy inputs  by  stimulating  development  of  tech- 
nology utilizing  agricultural  residues  as  feed 
stocks; 

Stimulation  of  new  market  and  crop  oppor- 
tunities. 

In  addition,  the  Department  proposes  to  com- 
plete the  phase-in  of  the  Pesticide  Regulatory 
Program  during  1981-82  by  redirecting 
$631,221  from  lower  priority  programs  to  pesti- 
cide activities  at  the  State  level.  County  subven- 
tions for  pesticide  regulation  will  be  augmented 
by  $455,678  ($239,678  through  redirection  and 
$216,000  in  new  General  Fund  support).  See  A 
3 1  for  further  discussion  of  pesticides. 

PUBLIC  UTILITIES  COMMISSION 

The  Public  Utilities  Commission  has  been 
given  general  authority  to  regulate  the  activities 
of  California's  utilities  including:  energy  utili- 
ties; communications  utilities;  water  utilities; 
and  transportation  utilities.  The  Commission  is 
able  to  effect  its  policies  through  approval/ 
disapproval  of  operating  authorities  and  rate 
structures  for  the  utilities.  Decisions  of  the  Com- 
mission are  appealable  only  to  the  California 
Supreme  Court  unless  a  provision  of  Federal 
Law  is  at  issue. 

Proposed  Budget 

The  growing  demand  for  energy  coupled  with 
declining  sources  of  new  energy  have  demanded 
that  the  Commission  continue  and  expand  its 
involvement  in  the  formulation  and  implemen- 
tation of  energy  policy  and  resource  conserva- 
tion. Accordingly,  the  1981-82  budget  proposes 
that  the  Commission's  appropriation  from  the 
State  Energy  Conservation  and  Development 
Account  within  the  General  Fund  be  increased 
by  $1,437,135.  This  augmentation  will  fund  ap- 
proximately 40  positions  whose  primary  func- 
tions will  be  to:  1)  increase  the  Commission's 
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promotion  of  energy  conservation  and  develop- 
ment of  alternative  energy  sources  by  public  util- 
ity organizations;  2)  ensure  that  the  increased 
energy  costs  borne  by  utilities  are  equitably 
shared  by  rate  payers;  and  3)  review  and  certify 
proposed  powerplants. 

In  addition,  the  Commission  proposes  $326,- 
785  and  10  positions  from  the  Transportation 
Rate  Fund  to  continue  the  transportation  energy 
efficiency  plan  for  California  highway  carriers. 
The  Commission  also  proposes  that  $906,991  of 
reimbursements  and  23  positions  be  authorized 
during  1981-82  to  continue  the  activities  related 
to  the  construction  of  the  Liquefied  Natural  Gas 
Terminal  currently  proposed  for  Point  Concep- 
tion, California. 

INDEMNIFICATION  OF  PRIVATE  CITIZENS 

The  Victims  of  Violent  Crimes  Program  in- 
demnifies those  citizens  who  are  injured  and  suf- 
fer financial  hardship  as  a  result  of  a  crime  of 
violence  or  who  sustain  damage  or  injury  while 
performing  acts  which  benefit  the  public.  $11,- 
869,623  is  proposed  for  this  program's  1981-82 
budget  of  which  $9,870,141  is  for  payment  of 
claims  and  $1,999,482  is  for  state  and  local  ad- 
ministrative costs.  The  1981-82  budget  for  this 
program  reflects  a  funding  shift  of  $4,736,295 
from  the  General  Fund  to  Indemnity  Funds. 
The  Administration  will  be  proposing  legislation 
to  increase  the  level  of  penalties  and  assessments 
collected,  thereby  providing  the  additional  re- 
quired revenue  to  the  Indemnity  Fund. 

CALIFORNIA  FISCAL  INFORMATION 
SYSTEM  (CFIS) 

In  the  1978-79  fiscal  year,  the  Department  of 
Finance  implemented  the  development  of  the 
California  Fiscal  Information  System  in  order  to 
meet  the  State's  high-level  fiscal  information 
needs. 

Subsequently,  the  Legislature  enacted  Assem- 
bly Bill  3322  (Chapter  1284,  Statutes  of  1978) 
to  require  changes  in  the  State's  budgeting  and 
accounting  systems,  and  the  establishment  of  an 
on-line  fiscal  information  system.  The  CFIS 
Task  Force  was  formed  within  the  Department 
to  develop  CFIS  and  to  implement  the  other 
requirements  of  AB  3322.  The  California  Fiscal 
Advisory  Board  (CFAB),  established  pursuant 
to  AB  3322,  has  been  designated  as  the  CFIS 


Advisory  Committee.  CFAB  is  responsible  for 
monitoring  and  advising  the  legislative  and  ex- 
ecutive branches  on  the  implementation  of  AB 
3322.  As  advisor  to  CFIS,  CFAB  will  review 
such  policy  issues  as  the  selection  of  CFIS  soft- 
ware vendors,  the  level  and  extent  of  detail  of 
CFIS  information,  placement  of  CFIS  terminals, 
and  access  to  CFIS  data,  etc. 

The  California  Fiscal  Advisory  Board  con- 
sists of  the  chairpersons  of  the  Senate  Finance, 
Assembly  Ways  and  Means,  Joint  Legislative 
Budget,  and  the  Joint  Legislative  Audit  Com- 
mittees, the  State  Treasurer,  the  State  Control- 
ler, and  the  Director  of  Finance,  who  is  the 
chairperson  of  the  Board.  In  addition  to  its  advi- 
sory and  policy  review  role  for  CFIS,  the  board 
is  responsible  for  the  review  of  the  basis  of  the 
State's  accounting.  The  board  shall  also  recom- 
mend any  further  legislation  that  may  be  neces- 
sary to  achieve  the  objectives  expressed  in  AB 
3322. 

CFIS  will  make  available  to  Legislative  and 
Executive  Branch  decision-makers  a  computer- 
ized on-line  system  providing  information  on  the 
State's  revenues,  expenditures  and  performance 
measures.  CFIS  will  provide  information  in 
graphic  and  tabular  form,  and  will  provide  the 
means  to  simulate  expenditures,  forecast  reve- 
nues and  compare  program  activities. 

Current  Accomplishments 

The  development  of  CFIS  and  related  changes 
in  the  State's  budgeting  and  accounting  systems 
are  planned  over  several  years,  with  specific  ac- 
complishments planned  each  year.  The  com- 
puter software  for  CFIS  was  acquired,  and 
installed  in  the  1979-80  fiscal  year  at  the  Teale 
Data  Center.  Data  base  files  were  established 
which  provide  interim  data  from  the  first  eight 
departments  as  well  as  other  selected  informa- 
tion useful  to  decision-makers. 

Interim  CFIS  provides  information  on: 

•  Eight  departments'  revenues,  expenditures, 
and  performance  measures  (CSUC,  Cal- 
trans,  EDD,  Education,  Health  Services, 
Motor  Vehicles,  Social  Services  and  Water 
Resources — with  a  few  exceptions). 

•  General  Fund  cash  flow  receipts  and  dis- 
bursements from  July  1974  to  present. 

•  Budgeted  and  actual  expenditures  for  Prop- 
erty Tax  Relief,  Shared  Revenues,  and 
State-Mandated  Local  Programs. 
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•  Federal  authorizations,  receipts,  disburse- 
ments and  authorizations  yet  to  be  received. 

•  Legislation  in  process,  including  author, 
description,  and  applicable  revenue  and 
cost  estimates. 

•  Budget  administration  for  the  current  fiscal 
year,  including  appropriations,  augmenta- 
tions and  revised  plans. 

•  Governor's  Budget  and  Budget  Bill,  includ- 
ing changes  made  by  each  House  and  the 
Conference  Committee  in  program  and  line 
item  detail. 

•  Historical  data,  including  five  years  of  actu- 
al revenues,  expenditures,  and  personnel- 
year  data  for  all  departments  and  most 
funds.  Selected  summary  data  will  be  avail- 
able for  longer  time  periods. 

•  Economic  data,  including  selected  U.S.  and 
California  time  series. 

•  Revenue  models  and  data  for  revenue  fore- 
casting. 

Twenty-four  video-graphics  terminals  have 
now  been  installed  and  training  sessions  have 
been  conducted  for  Interim  CFIS  users  (staff 
from  Finance,  State  Controller,  State  Treasurer, 
the  eight  departments,  and  the  Legislature). 

The  Program  Evaluation  Unit,  Department  of 
Finance,  has  identified  and  started  the  collection 
of  performance  measures  for  the  first  eight  de- 
partments to  be  in  CFIS,  and  work  has  been 
started  to  identify  measures  for  the  programs  of 
35  additional  departments.  A  Statewide  Pro- 
gram Structure  has  been  devised  which  will  re- 
late departmental  program  data  by  statewide 
programs  based  on  common  objectives. 

In  July  1980,  a  contract  was  executed  with 
Peat,  Marwick,  Mitchell  and  Co.  to  design  and 
install  a  computerized  program  cost  accounting 
system  in  22  pilot  agencies  and  institutions.  This 
system  called  CALSTARS,  California  State  Ac- 
counting and  Reporting  System  (formerly  re- 
ferred to  as  the  Institution  and  Standard 
Accounting  System) ,  will  ultimately  be  installed 
in  150  State  agencies  and  institutions. 

The  State  Controller's  (SCO)  Fiscal  System 
is  currently  being  redesigned  to  accommodate 
the  requirements  of  AB  3322  and  CFIS  data 


needs.  This  redesign  effort  is  to  be  completed  in 
time  to  run  a  parallel  test  of  the  new  system  in 
the  1981-82  fiscal  year  with  the  22  CALSTARS 
pilot  agencies.  The  system  to  be  installed  will 
replace  the  existing  SCO  Fund  Accounting  and 
General  Disbursements  Systems.  In  addition  to 
capabilities  provided  by  the  current  systems,  the 
new  system  will  provide  new  capabilities  for 
automation  of  the  Controller's  Annual  Report, 
ad  hoc  reporting,  claim  tracking  and  claims  au- 
diting assistance. 

Proposed  Budget 

In  the  budget  year,  CALSTARS  will  be  in- 
stalled in  an  additional  20  departments  and  insti- 
tutions. The  second  CALSTARS  distributed 
processor,  input  terminals,  communications 
lines  and  printers  will  be  acquired  and  installed 
for  the  use  of  these  additional  agencies. 

By  July  1982,  the  online  inquiry,  shadow  file 
updating  and  labor  distribution  capabilities  of 
CALSTARS  will  be  designed  and  installed. 
These  features  will  be  available  for  use  by  the  22 
pilot  agencies  and  the  additional  agencies  that 
are  to  become  operational  on  CALSTARS  by 
July  1,  1982. 

There  continues  to  be  a  wide  disparity  and 
complexity  in  the  program  cost  accounting 
capabilities  and  automated  systems  designs 
present  in  the  eight  departments.  Because  of 
this,  and  the  problems  associated  with  year-end 
closing,  delays  in  the  transmission  of  1980-81 
fiscal  year  data  were  experienced  in  all  of  the 
eight  departments.  It  will  be  necessary  during 
the  budget  year  to  complete  the  transmission  of 
1980-81  fiscal  year  data  from  the  eight  depart- 
ments and  to  continue  the  refinement  of  ac- 
counting systems  and  provide  on-going 
coordination  to  meet  the  CFIS  final  design  re- 
quirements. 

The  State  Controller's  Fiscal  System  will 
become  operational  in  the  budget  year,  and  a 
parallel  test  will  be  conducted  with  the  22  CAL- 
STARS pilot  departments  and  institutions. 
Modifications  will  be  made  to  the  State's  Payroll 
System  and  State  Treasurer's  System,  as  needed, 
to  accommodate  the  CFIS  common  coding. 
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OFFICE  OF  ADMINISTRATIVE  LAW  (OAL) 

AND 

AUGMENTATION  FOR  OAL  SERVICES 

The  Office  of  Administrative  Law  (OAL) 
was  established  on  July  1,  1980  (Chapter  567  of 
the  Statutes  of  1979)  to  reduce  the  number  and 
improve  the  quality  of  the  State's  administrative 
regulations.  Pursuant  to  this  mandate,  OAL 
shall:  1)  enact  and  oversee  the  review  of  all  regu- 
lations enacted  before  and  after  July  1,  1980  to 
ensure  that  each  regulation  meets  the  statutory 
standards  of  necessity,  authority,  clarity,  con- 
sistency and  reference;  2)  ensure  the  validity  of 
proposed  emergency  regulations;  and  3)  edit 
and  publish  the  California  Administrative  Reg- 
ister, the  Administrative  Code  Notice  Supple- 
ment and  the  Administrative  Code. 

Proposed  Budget 

The  elimination  of  unnecessary  and  burden- 
some regulations  that  impede  progress  within 
both  government  and  private  industry  is  a  prior- 
ity of  the  current  Administration.  Accordingly, 
the  1981-82  budget  proposes  that  41  total  posi- 
tions, which  were  administratively  established 
during  1980-81,  be  continued  and  fully  funded 
by  reimbursements.  These  positions  will  provide 
that  most  of  the  California  Administrative  Code 
(over  26,000  pages  of  regulations)  meet  the 
above  stated  statutory  standards  by  December 


31,  1982.  The  1981-82  budget  also  proposes  that 
$3.5  million,  which  is  comprised  of  $2,300,000 
of  General  Funds,  $1,100,000  of  Special  Funds 
and  $100,000  of  Non-Governmental  Cost 
Funds,  be  authorized  to  fund  the  individual  state 
departments'  internal  regulation  review  costs. 


TAX  RELIEF 

Tax  relief  expenditures  from  Budget  Bill  ap- 
propriations total  approximately  $1.1  billion  in 
the  budget  year.  This  amount  includes  a  reduc- 
tion of  $235  million  which  is  proposed  to  be 
funded  instead  by  the  1978-79  unsecured  prop- 
erty taxes.  The  Unsecured  Roll  section  of  the 
Special  A-Page  Presentations  details  this  pro- 
posal. 


SHARED  REVENUES 

The  primary  objective  of  the  Shared  Revenue 
program  is  to  provide  an  efficient  method  for 
collecting  a  portion  of  the  necessary  revenues  to 
fund  local  services.  During  1981-82  about  $1.3 
billion  will  be  collected  by  the  State  and  dis- 
tributed to  local  government.  This  amount  in- 
cludes an  additional  $50  million  apportionment 
of  motor  vehicle  license  fees.  This  acceleration 
will  somewhat  ease  local  government's  share  of 
81/82  budget  reductions. 
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State-Mandated  Local  Programs 


History 

An  early  effort  to  limit  rapidly  increasing 
property  taxes  was  the  enactment  of  Chapter 
1406,  Statutes  of  1972  (SB  90).  That  legislation 
established  maximum  property  tax  rates  to  limit 
the  amounts  collected  by  local  government  and, 
at  the  same  time,  required  the  State  to  reimburse 
local  government  for  the  costs  of  any  state-man- 
dated programs  contained  in  legislative  acts 
enacted  after  January  1,  1973.  Cities,  counties 
and  special  districts  were  also  entitled  to  reim- 
bursement of  costs  resulting  from  the  issuance  of 
executive  regulations  after  that  date;  school  dis- 
tricts were  specifically  excluded  from  that  enti- 
tlement. 

As  the  Legislature  considered  bills  during  the 
1973-74  Session,  it  began  to  provide  interpreta- 
tions of  which  types  of  state  actions  constituted 
state-mandated  programs  whose  costs  were  to  be 
reimbursed  by  the  State.  It  did  this  by  including 
policy  statements  in  certain  legislation  indicat- 
ing that  such  legislation  did  not  qualify  for  reim- 
bursement of  its  costs  because  it  was  outside  the 
scope  of  the  "SB  90  Law".  In  addition,  the 
Legislature  also  occasionally  included  language 
in  bills  stating  that  while  a  bill's  costs  were  tech- 
nically reimbursable,  the  bill  would  be  exempted 
from  the  reimbursement  requirements  of  SB  90. 

In  the  years  since  1972,  a  number  of  modifica- 
tions to  the  original  SB  90  have  been  enacted. 
These  modifications  have  generally  served  to 
broaden  the  scope  of  activities  which  qualify  for 
state  reimbursement  and  to  simplify  the  proc- 
esses for  obtaining  that  reimbursement.  For  ex- 
ample, school  districts  have  been  made  eligible 
for  reimbursement  of  costs  incurred  as  the  result 
of  the  issuance  of  executive  regulations  after 
January  1,  1978.  The  State  Board  of  Control  has 
been  empowered  to  accept  and  arbitrate  claims 
from  local  governments  based  on  either  legisla- 
tion or  executive  regulations  which  are  alleged 
to  have  inappropriately  failed  to  provide  reim- 
bursement of  state-mandated  costs. 

At  the  November  6,  1979  general  election,  the 
voters  approved  Proposition  4  (the  "Gann  Initi- 
ative") which  included,  among  other  things,  the 
following  language: 


"Sec.  6.  Whenever  the  Legislature  or  any 
State  agency  mandates  a  new  program  or  higher 
level  of  service  on  any  local  government,  the 
State  shall  provide  a  subvention  of  funds  to 
reimburse  such  local  government  for  the  costs  of 
such  program  or  increased  level  of  service,  ex- 
cept that  the  Legislature  may,  but  need  not,  pro- 
vide such  subvention  of  funds  for  the  following 
mandates: 

(a)  Legislative  mandates  requested  by  the  lo- 
cal agency  affected: 

(b)  Legislation  defining  a  new  crime  or 
changing  an  existing  definition  of  a  crime;  or 

(c)  Legislative  mandates  enacted  prior  to 
January  1,  1975,  or  executive  orders  or  regula- 
tions initially  implementing  Legislation  enacted 
prior  to  January  1,  1975." 

The  effect  of  this  constitutional  amendment  is 
to  elevate  this  program  of  reimbursing  state- 
mandated  costs  to  a  constitutional,  rather  than 
statutory  requirement.  It  should  be  noted, 
however,  that  the  Initiative  is  silent  on  the  issue 
of  reimbursing  property,  sales  and  use  tax  losses 
which  result  from  state  legislation. 

Operations 

Since  the  institution  of  the  reimbursement 
program  in  1973  many  bills  have  been  enacted 
which  have  provided  funds  for  local  governmen- 
tal entities  for  costs  incurred  because  of  state 
mandates.  For  these  programs,  the  State  Con- 
troller develops  and  disseminates  instructions 
for  payment  of  claims  against  the  specific  stat- 
utes. In  the  event  that  there  are  insufficient 
funds  to  pay  all  of  the  claims,  additional  funds 
are  requested  from  the  Legislature  through  an 
omnibus  claims  bill.  The  Department  of  Finance 
makes  available  to  the  Controller  copies  of  the 
mandate  cost  estimates  prepared  by  the  Local 
Mandate  Unit  to  insure  that  his  office  will  have 
the  benefit  of  as  much  information  as  possible 
relating  to  mandate  policy  and  cost  as  consid- 
ered by  the  Legislature. 

After  the  passage  of  original  SB  90  legislation, 
the  Legislature  developed  a  series  of  disclaimers 
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to  limit  the  State's  liability  for  costs  incurred  by 
local  governmental  entities  in  complying  with 
mandates.  The  disclaimers,  as  originally  util- 
ized, were  to  declare  legislative  intent  that  for  a 
specified  reason  the  State  was  not  electing  to 
reimburse  a  particular  legislative  enactment  or 
program.  These  specified  reasons,  or  disclaim- 
ers, became  formalized  as  follows: 

1.  Court  mandate 

2.  Federal  mandate 

3.  Voter-approved  mandate 

4.  Local  requests 

5.  No  new  duties 

6.  Subsequent  executive  orders 

7.  Nonreimbursable  revenue  loss 

8.  Technical  change 

9.  General  legislative 

10.  No  additional  cost 

1 1 .  Crimes  and  infractions 

12.  Cost-savings 

13.  Normal  operating  procedures 

14.  Self-financing  authority 

15.  Minor  cost 

16.  No  first-year  cost 

However,  the  enactment  of  Chapter  1135, 
Statutes  of  1977,  significantly  reduced  the  effec- 
tiveness of  these  disclaimers  since  now  the  Board 
of  Control  can  accept  virtually  all  claims  regard- 
less of  whether  there  is  a  legislatively  approved 
disclaimer.  This  law  change  has  the  net  effect  of 
denying  the  Legislature  an  opportunity  to  evalu- 
ate the  fiscal  and/or  mandate  aspects  of  a  bill 
and  make  a  determination  of  whether  the  State 
or  local  government  should  most  appropriately 
pay  for  a  particular  piece  of  legislation. 

Once  the  Board  of  Control  has  determined 
that  a  chaptered  bill  or  executive  regulation  con- 
tains a  state  mandate,  it  is  required  by  law  to 
adopt  "parameters  and  guidelines"  to  enable 
both  the  Controller  and  the  claimants  to  utilize 
common  criteria  for  evaluating  cost  elements  in 
the  claims/payment  process.  Comments  are  sol- 
icited from  the  claimants,  Department  of  Fi- 
nance, other  interested  or  affected  entities  and 
the  Board  staff. 

Problems  and  Issues 

From  the  standpoint  of  local  government, 
there  is  a  continuing  concern  about  the  Board  of 
Control  and  legislative  action  on  mandated  costs 
claimed  through  the  Board  of  Control  process. 
That  is,  a  statute  may  impose  a  requirement  on 


local  government  without  the  fiscal  resources 
(appropriation)  to  reimburse  them  for  the  costs 
of  implementing  the  requirement.  Without  those 
resources  local  govenment  must  utilize  the 
claims  process  and  hope  that  the  Board  of  Con- 
trol will  declare  that  the  statute  mandates  a  duty 
and  agrees,  further,  that  costs  have  been  in- 
curred and  are  reimbursable  by  the  State.  The 
second  hurdle  in  this  process  arises  when  the 
Board  of  Control  sponsored  claims  bill  is  consid- 
ered by  the  Legislature.  There  is  no  guarantee 
the  claims  will  be  approved. 

Another  concern  of  local  government  is  the 
time  elapsed  between  the  point  when  costs  are 
incurred  and  a  warrant  is  received  from  the 
State.  This  time-frame  may  be  as  long  as  one  and 
one-half  years  from  the  date  of  implementation 
to  the  receipt  of  the  reimbursement. 

Further,  local  government  is  also  interested  in 
the  degree  of  detail  and  personnel  time  involved 
in  the  claims  preparation,  presentation  and  fol- 
low-up activities  in  the  Board  of  Control  proc- 
ess. 

The  State  generally  agrees  with  the  problems 
identified  by  local  government  and,  in  addition, 
has  recognized  the  problem  of  legislation  which, 
during  its  passage  through  the  Legislature,  is 
alleged  to  contain  no  mandate,  to  have  no  cost, 
to  have  offsetting  cost/savings  or  otherwise  to 
have  no  fiscal  impact  on  local  government,  yet 
later  the  Board  of  Control  determines  the  legis- 
lation contains  a  mandate  and,  perhaps,  costs  as 
well.  The  recent  enactment  of  Chapter  1337, 
Statutes  of  1980  (SB  1695,  Holmdahl)  has  re- 
lieved some  of  the  other  problems  which  have 
been  cited  in  previous  Governor's  Budgets.  Spe- 
cifically, a  procedure  has  been  established  for 
the  "sunsetting"  or  periodic  review  of  state- 
mandated  local  programs.  In  addition,  state 
agencies  are  now  authorized  to  bring  "savings" 
claims  to  the  Board  of  Control  alleging  that  state 
legislation  or  regulations  have  resulted  in  sav- 
ings to  local  government.  If  such  claims  are  ap- 
proved by  the  Board  and  the  Legislature,  then  a 
portion  of  the  savings  is  deducted  from  the  man- 
date reimbursement  to  which  the  affected  local 
entities  are  entitled. 

Program  Growth 

As  depicted  in  the  following  chart,  state  ex- 
penditures have  grown  from  $2.9  million  in  1973 
-74  to  $107.4  million  in  1981-82. 
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The  rate  of  increase  in  this  program  will  be 
governed  by  future  legislation  and  by  the  way  in 
which  the  Legislature  views  the  relationship 
between  state  and  local  government  with  re- 
spect to  that  legislation.  One  of  the  objectives  of 
this  presentation  is  to  afford  the  Legislature  an 
opportunity  to  be  fully  aware  of  the  cumulative 
effect  of  mandate  legislation  on  the  fiscal  re- 
sources of  the  State  and  Local  Government. 
Further,  this  display  will  serve  to  point  out  the 
need  for  remedial  legislation  to  correct  some  of 
these  problems. 

State-Mandated  Local  Programs — 1981-82 
Governor's  Budget 

The  State-Mandated  Local  Programs  budget 
was  presented  separately  for  the  first  time  in  the 
1979-80  Governor's  Budget  as  a  means  of  iden- 
tifying, on  a  cumulative  basis,  those  mandated 
programs  for  which  state  funding  is  provided. 
The  budget  is  presented  in  two  elements:  first, 
those  mandated  programs  which  are  reflected 
within  the  budgets  of  state  agencies  with  ad- 
ministrative responsibility  for  the  affected  pro- 
grams; and,  second,  those  mandated  programs 
which  do  not  fall  within  the  jurisdiction  of  any 
state  agency  or  which  involve  unique  funding 
issues  and/or  problem  areas. 


State-Mandated  Local  Programs 
Expenditures 


1973-74   1974-75   1975-76   1976-77   1977-78   1978-79  1979-80   1980-81    1981-82 
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State  Construction  Programs 


Capital  outlay  construction  is  divided  into 
several  programs  of  which  the  most  encompass- 
ing is  the  State  Building  Program.  This  program 
includes  proposed  capital  outlay  requirements 
for  publicly  supported  higher  education,  mental 
health,  developmental  services,  corrections,  and 
general  office  space.  It  also  provides  for  meeting 
the  requirements  of  several  Departments,  in- 
cluding Forestry,  Fish  and  Game,  Motor  Vehi- 
cles, California  Highway  Patrol,  State  Highway 
Program,  and  the  Department  of  General  Serv- 
ices. 

The  sources  from  which  the  capital  outlay 
program  is  funded  are: 

1.  Current  revenues  and  any  accumulated 
balances  in  governmental  cost  funds  in- 
cluding moneys  collected  in  the  form  of 
taxes,  license  and  permit  fees,  interest  on 
investment,  and  similar  items  of  income. 

2.  Proceeds  from  the  sale  of  general  obliga- 
tion bonds  secured  by  the  "full  faith  and 
credit"  of  the  State.  Outstanding  bonds  of 
this  kind  include  (a)  State  Construction 
Program  bonds,  and  (b)  State  Beach, 
Park,  Recreational,  and  Historical  Facili- 
ties bonds.  The  repayment  of  principal  and 
interest  on  such  indebtedness  constitutes  a 
preferred  claim  on  the  financial  resources 
of  the  State.  Within  this  classification  falls 
a  special  category  referred  to  as  "self-liqui- 
dating" bonds.  Bonds  in  this  category  are 
the  California  Water  Resources  Develop- 
ment bonds.  In  the  case  of  this  special 
grouping,  such  bonds  although  legally  pos- 
sessed by  the  characteristics  of  general  ob- 
ligation bonds  are  serviced  from  the 
revenues  produced  by  the  ventures  or 
projects  financed  in  this  manner. 

3.  Revenue  bonds  that  are  secured  solely  by 
the  income  derived  from  the  use  and  opera- 
tion of  the  facilities  thus  funded. 

4.  Trust  certificates  representing  a  form  of 
capital  financing  which  makes  use  of  the 
large  balances  accumulated  in  trust  ac- 
counts or  funds  of  the  State.  Because  such 


funds  are  dedicated  to  meet  future  obliga- 
tions, sound  fiscal  management  dictates 
the  investment  of  the  currently  unneeded 
cash  in  these  accounts  and  funds.  One  way 
of  investing  these  moneys  is  to  purchase 
trust  certificates  issued  by  the  State  for  the 
construction  of  general  purpose  office 
buildings. 

5.  The  Public  Resources  Code,  as  amended 
by  Chapter  899,  Statutes  of  1980,  provides 
for  the  allocation  of  revenues  received  by 
the  State  from  the  sale  of  oil  produced  from 
tidelands  which  are  principally  located  ad- 
jacent to  the  City  of  Long  Beach.  Com- 
mencing in  1980-81,  all  capital  outlay 
normally  funded  from  the  General  Fund 
will  be  funded  from  the  Special  Account 
for  Capital  Outlay  which  receives  its  in- 
come from  tidelands  oil  revenue.  For  the 
distribution  of  revenues  received  from  the 
sale  of  tidelands  oil,  see  the  Tidelands  Oil 
Income  portion  of  the  A  Pages  commenc- 
ing on  page  A-l. 

6.  Funding  for  all  higher  education  capital 
outlay  is  from  four  sources:  (1)  the  Capital 
Outlay  Fund  for  Public  Higher  Education; 
(2)  proceeds  from  the  sale  of  Health 
Science  Facilities  Construction  Program 
Bonds;  (3)  the  Energy  and  Resources 
Fund;  and  (4)  the  Community  College 
Construction  Program  Bond  Act  of  1972. 
For  the  distribution  of  these  funds,  see 
Higher  Education  Capital  Outlay  portion 
of  the  A  pages,  Table  IV.  All  expenditures 
from  these  funds  will  be  appropriated 
through  the  annual  Budget  Bill. 

To  provide  a  complete  and  comprehensive 
picture  of  the  State's  capital  outlay  program,  all 
proposed  projects  are  included  in  the  capital  out- 
lay budget  regardless  of  the  source  of  financing. 

Following  the  generally  accepted  principles  of 
governmental  accounting,  however,  only  ex- 
penditures from  governmental  cost  funds  are  in- 
cluded in  the  budget  totals.  Governmental  cost 
fund  along  with  selected  bond  fund  expenditures 
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are  included  in  the  overall  expenditure  totals. 
Expenditures  from  bond  proceeds  and  other 
forms  of  borrowing  are  reported  as  expenditures 
of  the  fiscal  years  in  which  the  payments  on 
principal  and  interest  are  made. 

The  Department  of  Fish  and  Game's  capital 
outlay  budget  includes  $10,226,750  which  is 
principally  for  modernization  and  expansion  of 
fish  hatcheries  and  the  restoration  and  develop- 
ment of  wetlands. 

The  Department  of  Parks  and  Recreation's 
Acquisition  and  Development  Program  reflects 
the  continuing  effort  to  meet  California's  recrea- 
tional needs.  The  1981-82  budget  for  this  pro- 
gram includes  $16.1  million  for  acquisition  of 
new  lands  for  the  State  Park  System.  These 
projects  will  be  funded  from  the  State  Park  and 
Recreation  Fund,  State  Park  Contingent  Fund, 
and  the  Off-Highway  Vehicle  Fund. 

The  198 1-82  budget  for  facilities  development 
includes  $12.5  million  in  major  and  minor  capi- 
tal outlay  projects.  These  funds  will  create  or 
improve  the  facilities  in  12  park  units. 

The  Department  of  General  Services  1980-81 
Capital  Outlay  Program  proposes  total  expendi- 
tures of  over  $67.2  million,  which  includes  ap- 
proximately $58.1  million  in  construction  funds 
for  the  new  State  office  buildings  in  Oakland  and 
San  Francisco.  In  addition,  $6  million  is 
proposed  for  partial  land  acquisition  costs  and 
preliminary  planning  to  provide  appropriate  of- 
fice space  for  the  Franchise  Tax  Board. 

Given  the  current  fiscal  restraints  and  the  lim- 
ited resources  available  for  funding  capital  out- 
lay projects,  the  Administration  is  reviewing  the 
alternative  of  proceeding  with  additional 
projects  originally  proposed  in  the  State  Build- 
ing Program  utilizing  lease-purchase  financing. 

This  budget  also  proposes  $1,150,000  to  exer- 
cise the  purchase  options  on  the  Department  of 
Water  Resources  buildings  located  in  Fresno 
and  Red  Bluff.  An  additional  $1.2  million  has 
been  proposed  to  allow  for  the  modification  of 
existing  elevators  in  various  state  owned  office 
buildings  to  meet  the  earthquake  safety  require- 
ments of  the  California  Administrative  Code.  In 
addition,  $350,000  is  proposed  to  modernize  the 
elevators  in  the  Library  and  Courts  Building  in 
Sacramento  to  meet  Safety  Code  requirements, 
and  $326,000  is  proposed  to  survey  existing 
state-owned  office  buildings  for  accessibility  by 
the  physically  handicapped. 


The  Department  of  Motor  Vehicles  proposed 
capital  outlay  budget  includes:  $3.5  million  for 
the  construction  of  new  office  buildings  at  Mis- 
sion Viejo/East  Irvine  and  Southeast  San  Jose; 
$500,000  for  the  construction  of  a  building  addi- 
tion in  Santa  Barbara;  and  $358,000  for  site  ac- 
quisition and  working  drawings  for  an  office 
building  in  Los  Angeles  (Hope  Street). 

The  Department  of  the  California  Highway 
Patrol  Capital  Outlay  budget  includes  $438,3 14 
for  minor  capital  outlay  improvements; 
$100,000  for  program  planning  for  North  Sacra- 
mento and  Oakland  area  facilities;  $797,100  for 
site  acquisition  and  working  drawings  at  Lake- 
port  and  Santa  Rosa;  and  $445,000  to  purchase 
the  facility  currently  being  leased  in  Monterey. 

The  Department  of  Corrections  is  experienc- 
ing continued  population  growth.  In  order  to 
adequately  and  safely  house  this  increased  popu- 
lation, the  Department's  Capital  Outlay  Pro- 
gram for  Fiscal  Year  1981—82  includes  $27.7 
million  for  the  next  phase  of  planning,  construc- 
tion, and  equipping  of  new  facilities.  The  De- 
partment's 1981—82  construction  program  also 
contains  $4.9  million  for  the  expansion  and 
rehabilitation  of  existing  facilities  including  se- 
curity renovation  projects  at  San  Quentin  and 
Folsom  State  Prisons,  and  $4.0  million  for  the 
correction  of  fire  and  life  safety  deficiencies. 

In  addition,  the  Board  of  Corrections  has 
proposed  a  new  program  for  the  improving  of 
county  jails.  Chapter  1351,  Statutes  of  1980  (AB 
3245),  established  the  County  Jail  Capital  Ex- 
penditure Fund  with  $40,000,000  to  provide  as- 
sistance to  county  jails.  The  Governor  reduced 
this  appropriation  to  $100,000  (for  planning) 
with  a  message  that  operational  funding  would 
be  included  in  the  1981-82  budget.  Chapter 
1351  requires  the  Board  to  conduct  needs  assess- 
ment surveys  for  local  corrections/detention 
facilities.  These  surveys  include  review  of  facili- 
ties, incarceration  practices,  jail  population  pro- 
jections, and  assistance  in  development  of 
architect  design/programming.  The  surveys  will 
provide  local  government  with  reliable  data  for 
purposes  of  making  decisions  on  remodeling  or 
construction  of  local  correctional  facilities. 

This  budget  proposes  $40  million  from  the 
General  Fund  for  implementation  of  AB  3245. 
Details  for  the  expenditures  will  be  developed  by 
the  Board  of  Corrections  while  the  county  sur- 
veys are  being  completed. 
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The  Museum  of  Science  and  Industry's  capi- 
tal outlay  budget  proposes  $1,073,500  for  pre- 
liminary plans  and  working  drawings  for  a  new 
Aerospace  Science  building,  preliminary  plans 
and  working  drawings  for  a  new  Afro-American 
History  and  Culture  building,  and  other  major 
and  minor  capital  outlay  projects  relating  to  ex- 
isting buildings  and  the  new  Hall  of  Economics 
and  Finance. 

The  Department  of  Developmental  Services' 
capital  outlay  program  of  $99,949,271  for  the 
current  year  and  $32,51 1,252  in  the  budget  year 
proposes  $82,275,304  and  $24,105,002  respec- 
tively for  fire  and  life  safety  and  environmental 
improvements  in  the  nine  State  hospitals.  These 
amounts  represent  the  1980-81  and  1981-82  in- 
crements necessary  to  assure  all  clients  in  State 
hospitals  operated  by  the  Department  of  Devel- 
opmental Services  reside  in  code  conforming 
buildings  by  July  1982.  Federal  certification  has 
been  granted  based  upon  the  Department's  com- 
mitment to  meet  the  deadline  for  the  projected 
July  1982  population  of  8,070  clients. 

The  Department  of  Developmental  Services 
plans  the  implementation  of  several  energy  and 
resources  projects  in  1981-82  including  cogener- 
ation  and  conservation/comfort  conditioning 
systems   projects.   $3,871,575   is   proposed   to 


achieve  the  Administration's  commitment  in 
this  area  (also  see  details  in  the  Energy  Segment 
of  A  pages. 

The  Department  of  Mental  Health's  1981-82 
capital  outlay  program  includes  $5,626,050  for 
fire  and  life  safety  and  environmental  improve- 
ments at  Metropolitan  State  Hospital.  This  hos- 
pital, administered  by  the  Department  of  Mental 
Health,  is  one  of  the  State  facilities  serving  the 
mentally  disabled  population. 

The  Department  of  the  Youth  Authority's 
Capital  Outlay  Program  of  $2,561,606  for  the 
1981-82  fiscal  year  covers  a  number  of  priority 
projects,  including  $658,000  for  the  replacement 
of  the  security  sound  system  at  various  Youth 
Authority  institutions,  and  $500,000  for  special 
education  classrooms  and  offices. 

The  Department  of  Veteran 's  Affairs'  capital 
outlay  program  for  1981-82  proposes  $1,- 
555,775  for  the  Veteran's  Home.  This  amount 
includes  $1,130,555  for  four  major  projects 
necessary  to  meet  licensing  and  accreditation  re- 
quirements and  $425,220  for  minor  projects 
necessary  to  correct  mandated  health  and  life 
safety  deficiencies  and  to  insure  the  operation  of 
existing  programs.  Sixty-five  percent  of  the  ma- 
jor project  expenditures  will  be  federally  reim- 
bursed. 
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TAX  EXPENDITURES 


A  subsidy  can  take  many  forms;  for  example, 
renter  credits.  Subsidies  can  also  take  the  form 
of  a  tax  expenditure  which  is  a  subsidy  provided 
through  the  tax  system.  These  include: 

1.  exclusions  from  income,  exemptions  and 
deductions  which  reduce  taxable  income 
and  thus  result  in  a  lower  amount  of  tax 
(for  example,  tax  exempt  bonds  or  the  de- 
duction of  certain  taxes) ; 

2.  preferential  rates  of  tax  which  reduce  taxes 
by  applying  a  lower  rate  to  certain  occur- 
rences (for  example,  the  one-half  of  1  per- 
cent gross  premiums  tax  on  annuities); 

3.  credits  against  tax,  which  are  subtracted  in 
full  from  actual  taxes  due  (for  example,  the 
personal  exemption  credit);  and 

4.  deferrals  of  tax,  which  put  off  the  payment 
of  tax  to  a  subsequent  year  (for  example, 
accelerated  depreciation) . 

The  tax  expenditure  budget  is  essentially  an 
enumeration  of  the  tax  "subsidies"  provided  in 
our  tax  system.  Identifiable  tax  expenditures  to- 
tal $7.9  billion — approximately  37  percent  of  the 
State  Budget.  This  compares  with  31  percent 
just  two  years  ago. 

Chapter  575,  Statutes  of  1976,  requires  the 
Department  of  Finance  to  prepare  a  tax  expendi- 
ture report  to  be  included  in  the  Governor's 
Budget  for  each  fiscal  year  beginning  in  an  odd- 
numbered  year. 

Only  one  bill  has  been  introduced  as  a  result 
of  past  Tax  Expenditure  Reports  and  that  bill 
was  not  heard  in  committee.  However,  the  tax 
expenditure  report  is  used.  For  example,  in  eval- 
uating the  deductions,  etc.  of  the  Personal  In- 
come Tax  Law,  we  can  determine  that  these 
provisions  are,  in  effect,  expenditure  programs. 
We  can  then  ask  the  usual  questions  asked  of 
expenditure  programs.  Are  these  programs  cost 
effective?  Do  they  divert  State  resources  into 
desirable  program  areas?  How  much  should  be 
spent  on  those  programs?  Furthermore,  we  can 
ask  if  these  programs  are  working  well  and  if  the 
stated  objectives  are  being  accomplished.  Inqui- 
ries can  also  be  made  as  to  who  the  beneficiaries 
of  these  programs  are,  and  whether  the  benefici- 


aries are  receiving  too  little  or  too  much  assist- 
ance. These  are  the  standard  questions  asked  in 
any  budget  analysis  of  existing  programs.  It  is 
appropriate  that  they  be  asked  of  tax  expendi- 
ture programs  as  well. 

The  fact  that  we  are  dealing  with  an  expendi- 
ture program  enacted  through  the  tax  laws — 
and  with  only  a  majority  vote  required — lends 
an  additional  dimension  to  these  basic  questions. 
Each  program  is  carried  out  through  a  special 
tax  provision,  and  the  benefits  that  each  pro- 
gram grants  are  determined  by  the  tax  liability 
of  the  persons  benefited.  Since  a  major  portion 
of  tax  expenditures  are  contained  in  the  Personal 
Income  Tax  Law,  the  greater  the  income  the 
greater  the  benefit.  Furthermore,  because  the 
beneficiaries  are  subject  to  a  tax  they  are,  of 
necessity,  taxpayers  rather  than  nontaxpayers. 
Individuals  with  income  below  minimum  tax 
levels  and  businesses  that  are  incurring  losses  do 
not  receive  any  assistance  from  these  programs. 

Furthermore,  once  a  tax  expenditure  is  enact- 
ed it  generally  stays  enacted.  Rarely  is  a  tax 
reduction  measure  repealed. 

Sunsetting 

In  the  last  few  years  the  practice  of  sunsetting 
— that  is,  providing  a  termination  date  to  a  par- 
ticular tax  exemption — has  come  into  fashion. 

Usually,  a  sunsetted  bill  requires  a  report  to  be 
prepared  by  the  Legislative  Analyst's  Office  pri- 
or to  its  termination  date  in  order  to  determine 
if  the  program  goals  have  been  achieved  before 
the  program  is  continued.  This  is  a  laudable  ap- 
proach to  determine  if  new  tax  expenditure  pro- 
grams are  achieving  their  objectives.  In  practice, 
however,  these  sunset  provisions  have  been  suc- 
cessful only  in  putting  new  tax  exemptions  in  the 
code.  Once  a  program  is  in  existence  the  propo- 
nents are  usually  influential  in  having  it  con- 
tinued. 

It  is  recommended  that  the  Legislature  adopt 
a  rule  to  require  that  every  tax  expenditure 
enacted  must  contain  a  three-year  sunset  provi- 
sion. Furthermore,  it  is  proposed  that  no  such 
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program  be  reenacted  unless  the  Legislature  has 
studied  the  item  during  the  interim. 

Growth  in  Tax  Expenditures 

Less  than  10  years  ago  the  California  Legisla- 
ture, by  enactment  of  Chapter  1762  in  1971, 
recognized  the  tax  expenditure  concept.  The 
first  tax  expenditure  report  prepared  by  the  De- 
partment of  Finance  indicated  that  identifiable 
tax  expenditures  for  1972-73  amounted  to  $2.1 
billion.  That  figure  has  grown  by  over  250  per- 
cent to  an  estimated  $7.9  billion  as  of  1981-82. 

Tax  expenditures  in  the  income  tax  law, 
which  totaled  just  over  $1  billion  in  1972-73,  are 
now  estimated  at  $4.6  billion  for  1981-82.  State 
sales  tax  expenditures  were  almost  $650  million 
in  1972-73.  In  the  budget  year  they  will  be  $2.3 
billion.  Inheritance  and  gift  tax  expenditures  in 
1972-73  were  one-quarter  of  a  billion  dollars; 
next  year,  they  will  come  to  more  than  three- 
quarters  of  a  billion  dollars.  The  following  chart 
illustrates  the  growth  in  tax  expenditures  by  ma- 
jor category  from  1972-73  through  1981-82. 


TREND  IN  TAX  EXPENDITURES 
(IN  BILLIONS  OF  DOLLARS) 


od,  1980-81  and  1981-82,  by  almost  $300  mil- 
lion. 

The  largest  tax  expenditure  occurs  in  the  in- 
heritance and  gift  taxes  which  will  be  reduced  by 
$129  million  as  a  result  of  enactment  of  AB 
2092.  Surviving  spouses  will  no  longer  be  subject 
to  inheritance  or  gift  taxes.  In  addition,  the  spe- 
cific exemptions  for  other  heirs  or  donees  have 
been  increased  substantially. 

Personal  income  tax  revenue  will  be  reduced 
by  almost  $100  million  during  this  period,  pri- 
marily as  a  result  of  providing  income  tax  credits 
for  solar  energy  devices  and  other  energy  conser- 
vation measures. 

Bank  and  corporation  tax  revenues  will  be 
reduced  by  over  $30  million  as  a  result  of  allow- 
ing California  corporations  to  deduct  their  losses 
in  the  same  manner  as  allowed  non-California 
corporations  that  file  on  a  unitary  basis.  Fur- 
thermore, the  energy  conservation  credits  per- 
mitted in  the  Income  Tax  Law  are  also  applica- 
ble to  businesses. 

Sales  tax  expenditures  enacted  last  year  in- 
cluded exempting  gasohol,  bottled  water  and 
factory  built  housing. 
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1980  Legislation 

Numerous  tax  expenditure  bills  were  enacted 
in  1980.  These  affected  the  personal  income, 
bank  and  corporation,  inheritance  and  gift, 
horseracing  and  sales  taxes.  All  together,  tax 
expenditure  bills  enacted  in  1980  will  reduce 
General  Fund  revenue  during  this  budget  peri- 


Ma/or  Tax  Expenditures 

Identifiable  tax  expenditures  are  estimated  at 
$7.9  billion  for  1981-82.  The  estimates  for  the 
personal  income  tax  are  made  for  each  tax  ex- 
penditure at  the  highest  or  marginal  tax  rate  and 
no  allowance  is  made  for  their  interaction.  Al- 
though it  may  not  be  appropriate  to  add  individ- 
ual tax  expenditures,  because  of  the  interactive 
effects,  such  an  accumulation  does  give  a  reason- 
able measure  of  the  total.  It  must  not  be  forgot- 
ten, however,  that  the  tax  expenditures  listed 
below  are  only  those  that  can  be  identified.  For 
example,  there  are  about  500  exemptions  in  the 
sales  and  use  tax  law.  The  table  below  covers 
perhaps  70  sales  tax  exemptions.  It  is  reasonable 
to  assume  that  because  of  the  inability  to  cost 
many  items  in  the  sales  tax  and  other  taxes,  the 
total  tax  expenditure  budget  far  exceeds  $7.9 
billion. 

A  summary  of  identifiable  tax  expenditures  by 
major  tax  is  shown  below. 


A-115 


IDENTIFIABLE  TAX  EXPENDITURES 
1981-82 


Personal  income  taxes  

Retail  sales  and  use  taxes  

Inheritance  and  gift  tax 

Bank  and  corporation  tax 

Motor  vehicle  fuel  taxes 

Insurance  tax 

Horse  racing 

Total  State  tax  expenditures 


(In  billions) 

$4.6 
2.3 
0.7 
0.2 
0.1 
a 


$7.9 


'  Less  than  $50  million. 


Sales  and  Use  Tax 
(In  millions) 

Sales  tax  expenditures: 

Food  consumed  at  home $1,020 

Candy 55 

Vending  machines — 33%  provision 14 

Gas,  electricity,  and  water 700 

Vessels  and  aircraft 235 

Cargo  and  returnable  containers 125 

Prescription  medicines 75 

Newspapers  and  periodicals 31 

Leases  of  motion  pictures  25 

Option  to  pay  on  cost  rather  than  rental  receipts  17 

Sales  by  charitable  organizations  3 

Master  tapes  2 

Vending  machine  operators 2 

Optometrists  and  podiatrists 2 

Hot  food  sold  to  airlines 1 

Bank  and  Corporation  Tax 
(In  millions) 

Exploration  and  development  expenses $47 

Accelerated  depreciation  42 

Research  and  experimental  expenses 23 

Energy  conservation  measures 20 

Exempt  corporations  (from  minimum  tax  only)  15 

Charitable  contributions 12 

Depreciation  of  low-income  rental  housing 7 

Exemption  from  preference  tax 7 

Percentage  depletion 5 

Bad  debt  reserves 4 

Certain  agriculture  costs  2 

Pollution  equipment 2 


Personal  Income  Tax 
(In  millions) 

Interest  expense $1,223 

Personal  and  dependent  credit  575 

Capital  gains  exclusion 500 

Property,  sales,  and  vehicle  taxes 391 

Charitable  contributions 251 

Head  of  household  status 183 

Employer  contributions  to  pension  plans 155 

Income  averaging 149 

Standard  deduction 147 

Employee  business  expense 146 

Employer  contributions  to  health  plans 137 

Union  dues  and  miscellaneous  125 

Medical  expenses 107 

Social  Security  Income 65 

Capital  gains  on  death 60 

Interest  on  government  bonds 55 

Energy  conservation  measures  50 

Expensing  of  certain  agricultural  costs  42 

Individual  retirement  accounts  &  self  employed  retirement 

accounts 41 

Casualty  losses  39 

Compensation  for  injuries  or  sickness 34 

Exclusion  of  $100,000  of  gain  from  sale  of  home  28 

Accelerated  depreciation 18 

Professional  corporations 15 

Taxes  paid  to  another  state 12 

Meals  and  lodging  furnished  by  employer 12 

Moving  expense 10 

Scholarships  and  fellowships 6 

Exploration  and  development  costs 5 

Percentage  depletion 4 

Timber  valuation  for  capital  gains 4 

Military  pay  exclusion 4 

Political  contributions  2 

Low  income  credit 2 

Other  Taxes 
(In  millions) 

Horseracing  tax 

Preferential  rates $3 

Preferential  breakage  treatment  2 

Inheritance  Tax 

Preferential  rates:  Class  A  and  B  beneficiaries $563 

Specific  exemptions 158 

Charitable  contributions 1 1 1 

Life  insurance  exclusion 9 

Insurance  tax 

Nonprofit  hospital  service  plans $31 

Pensions  and  profit-sharing 11 

Fraternal  benefit  societies  1 

Motor  Vehicle  fuel  taxes 

Aircraft  uses,  primarily  commercial $45 

Sales  to  military  35 
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Revenue  Estimates 


THE  ECONOMIC  OUTLOOK 

Economic  forecasting  is  a  precarious  occupa- 
tion at  the  present  time  there  are  numerous  un- 
certainties which  help  cloud  the  outlook. 

Federal  reserve  monetary  policy  appears  to  be 
moving  toward  a  restrictive  path. 

Consumer  demand  has  been  relatively  slow 
for  the  past  several  months  indicating  a  tremen- 
dous potential  when  the  recovery  finally  gets 
underway. 

Interest  rates  increased  during  the  last  two 
months  to  excessively  high  levels. 

The  housing  sector,  which  should  have  been 
sharply  impacted  by  interest  rates  and  the  avail- 
ability of  funds,  appears  to  be  holding  its  own. 

The  1980  recession  was  the  shortest  on 
record. 

These  are  only  some  of  the  issues  which  make 
forecasting  the  economic  outlook  particularly 
difficult. 

Background  Developments 

Much  of  the  uncertainty  surrounding  fore- 
casting at  the  present  time  actually  dates  from 
the  early  months  of  1980.  Rising  interest  rates 
following  the  October  1979  Federal  Reserve  ac- 
tions were  supposed  to  curtail  consumer  and 
business  demand  during  the  first  half  of  1980 
and  lead  the  economy  gradually  into  a  period  of 
slower  growth.  Such  a  development,  it  was 
thought,  would  lead  to  moderation  in  the  infla- 
tion rate.  In  1974  a  12  percent  prime  rate  was 
effective  in  curtailing  consumption  and  invest- 
ment demands.  During  1980,  in  contrast,  a  12 
percent  interest  rate  was  a  bargain  given  that 
inflation  was  running  at  16  to  20  percent.  A 
mortgage  rate  of  9  percent  in  1974  effectively 
dried  up  the  demand  for  housing.  In  1980,  po- 
tential borrowers  flooded  the  loan  windows 
when  rates  came  down  to  12  to  13  percent.  In 
fact,  many  savings  and  loan  associations  raised 
mortgage  rates  to  more  than  16  percent  solely  to 
discourage  would-be  homebuyers. 

In  retrospect  it  appears  that  the  Nation  was 
on  a  gradual  downward  path  during  the  first 
months  of  1980.  The  credit  restrictions  which 


were  instituted  in  March,  however,  accelerated 
that  path  and  led  to  one  of  the  sharpest  declines 
in  economic  activity  ever  recorded.  Real  output 
plunged  at  a  9.9  percent  rate  during  the  second 
quarter  as  consumers  and  business  reduced 
spending  sharply,  repaid  outstanding  debts  and 
refused  to  commit  themselves  to  new  debt. 

It  has  been  noted  that  the  Federal  Reserve 
was  dismayed  by  the  sharp  reaction  to  its  credit 
moves.  The  desired  policy  of  gradualism  had 
been  effectively  eliminated.  The  one  good  result 
of  the  decline,  however,  was  that  consumer  cred- 
it levels,  which  had  been  considered  too  high 
relative  to  income,  did  decline  significantly. 

In  the  third  quarter  of  last  year  interest  rates 
fell  precipitiously.  The  prime  rate  and  mortgage 
rates  reached  lows  of  about  1 1  percent  late  in 
July.  The  consumer  returned  with  an  improved 
debt  position  and  a  renewed  confidence  that  the 
worst  was  over.  Economic  gains  accelerated  dur- 
ing the  final  quarter  with  employment  and  in- 
come staging  a  strong,  and  more  or  less  typical, 
post-recession  recovery. 

These  developments  do  not  necessarily  indi- 
cate, however,  that  the  Nation  is  on  a  steady 
course  of  expansion.  The  money  supply  grew  at 
an  excessive  pace  from  the  end  of  July  to  the 
middle  of  November.  The  Fed  altered  its  course 
to  correct  this  situation.  Increases  in  the  dis- 
count rate  were  announced  on  November  17  and 
December  5.  A  three  percent  surcharge  was  ap- 
plied to  banks  which  were  frequent  borrowers 
from  the  Fed.  The  effect  of  these  moves  was  to 
boost  interest  rates  sharply.  By  the  middle  of 
December  the  prime  rate  had  set  an  all-time 
high  of  21  y2  percent. 

National  Forecast 

The  trend  of  interest  rates  from  this  point  on 
will  be  a  major  factor  in  where  the  economy 
heads  over  the  next  few  quarters.  The  Budget 
forecast,  prepared  mid-November,  did  not  an- 
ticipate that  the  prime  would  rise  as  fast  or  as 
high  as  happened.  It  did  incorporate  a  relatively 
slow  decline  starting  early  in  1981,  which  would 
lead  to  a  gradual  recovery  path. 
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The  fact  that  rates  have  gone  to  excessive  lev- 
els suggests  that  a  more  rapid  drop  will  take 
place,  with  the  prime  settling  at  the  14'/2  to  15% 
percent  level  by  the  end  of  the  first  quarter.  This 
would  be  consistent  with  the  forecast. 

The  negative  impact  of  current  rates,  howev- 
er, may  well  carry  over  into  the  first  few  months 
of  1981,  resulting  in  a  somewhat  lower  level  of 
economic  activity  for  the  next  six  months. 

A  second  uncertainty  arises  from  the  variety 
of  actions — such  as  drastic  budget  cuts  to  reduce 
the  Federal  deficit — which  President-elect  Rea- 
gan could  take  to  curb  inflation. 

The  future  course  of  events  is  therefore  ex- 
tremely uncertain. 

Preliminary  reports  on  early  December  sales 
indicate  that  the  consumer  has  already  turned 
more  cautious.  Retail  outlets  posted  only  lack- 
luster business.  Auto  sales  have  been  slumping 
during  the  time  when  new  models  are  tradition- 
ally in  high  demand.  The  housing  market  has 
begun  to  feel  the  impact  of  higher  interest  rates 
as  previous  loan  commitments  are  exhausted. 

The  question  at  hand  is  therefore  whether  the 
Nation  is  about  to  enter  a  second  recessionary 
phase — the  double  dip  recession  pattern. 

The  second  quarter  of  1979  was  a  down  quar- 
ter due  almost  entirely  to  the  oil  shock  associat- 
ed with  sharply  higher  OPEC  prices  and  supply 
constraints.  The  second  quarter  of  1980  was  a 
negative  quarter  magnified  by  stringent  credit 
controls.  Another  negative  quarter  in  the  first 
three  months  of  1981  would  continue  the  see- 
saw trend. 

Even  if  an  outright  dip  is  avoided  this  year, 
economic  growth  will  be  moderate  at  best.  There 
is  little  possibility  that  the  Nation  will  see  the 
traditional  type  of  recovery  pattern  which  has 
occurred  in  the  past  with  sharp  gains  in  output 
approximately  six  to  nine  months  after  the 
trough  of  a  recession.  Such  a  development  can 
not  come  about  given  recent  interest  rate  levels 
and  apparently  serious  upcoming  efforts  to  con- 
trol inflation. 

In  brief,  national  policies  now  being  formulat- 
ed will  determine  the  economic  situation.  The 
more  forceful  those  policies,  the  softer  the  short- 
term  outlook.  But  longer  range  prospects  will 
improve  considerably. 

A  further  complicating  situation  is  the  release 
of  a  major  data  revision  on  the  U.S.  economy  at 
the  end  of  December.  This  effectively  altered 


perceptions  of  what  had  gone  on  during  the  past 
year.  The  recession,  for  instance,  was  slightly 
more  severe  than  previously  thought;  the  recov- 
ery during  the  third  quarter  was  stronger.  Pre- 
sumably the  fourth  quarter  will  be  higher  than 
anticipated  two  months  ago.  This  major  bench- 
mark adjustment,  which  was  taken  back  to  1929 
for  some  sectors,  has  necessitated  an  in-depth 
evaluation  of  all  forecasting  procedures  and 
techniques  in  order  to  adapt  to  the  latest  infor- 
mation. 

Comments  on  the  national  outlook  should  be 
taken  only  as  a  rough  guide  to  the  quarterly 
pattern  from  here  on  out.  The  forecast  prepared 
for  the  Governor's  Budget  (summarized  in  Ta- 
ble 1 )  assumed  that  there  would  be  little  change 
in  real  growth  during  the  first  quarter  of  1981 
and  that  only  moderate  gains  would  take  place 
after  that.  Employment  should  increase  but  the 
unemployment  rate  will  also  edge  up — typical  in 
the  first  post-recession  year. 

Consumers  will  be  making  only  minor  gains 
in  real  income  in  the  coming  year.  When  income 
per  capita  is  deflated  by  the  personal  consump- 
tion deflator  (a  measure  which  takes  actual 
spending  patterns  into  account)  it  appears  that 
a  gain  of  1  percent  was  recorded  during  1980.  It 
is  likely  that  gains  in  1981  will  remain  at  this 
level  and  that  more  rapid  growth  (2  to  3  per- 
cent) will  not  be  achieved  until  1982.  The  con- 
sumer will  therefore  not  be  a  strong  source  of 
support  for  the  economy  for  some  time. 

There  is  a  high  level  of  pent-up  demand  for 
housing,  but  that  demand  will  not  be  translated 
into  home  purchases  as  long  as  interest  rates 
remain  high  and  housing  prices  continue  to  ac- 
celerate as  they  have.  Auto  sales  will  not  be 
helped  by  the  fact  that  the  average  new  car  is 
now  priced  at  approximately  $10,000. 

An  increase  in  real  defense  spending  was  an- 
ticipated in  line  with  President-elect  Reagan's 
campaign  statements.  It  was  assumed  that  non- 
defense  spending  would  be  selectively  cut  back 
in  the  effort  to  reduce  the  size  of  the  Federal 
budget  deficit  gradually. 

An  $  1 8  billion  tax  cut  for  business — through 
accelerated  depreciation — was  incorporated  in 
the  forecast  effective  January  1,  1981.  A  compa- 
rable cut  for  consumers  was  also  built  in  effec- 
tive July  1  of  this  year.  The  latter  cut  is  in  reality 
unnecessary  considering  the  rate  of  inflation  and 
the  desire  to  curtail  consumption  and  stimulate 
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savings  and  investment.  Some  kind  of  longer 
term  tax  reform  is  highly  desirable,  however, 
and  may  be  achieved  over  the  next  two  or  three 
years.  No  assumption  on  such  major  reform  was 
incorporated  in  the  forecast. 

Inflation  is  the  one  area  for  which  there  is  a 
fair  degree  of  certainty.  Given  current  policies 
there  is  little  chance  that  the  inflation  rate  for 
1981,  as  measured  by  the  consumer  price  index 
(CPI),  will  fall  below  the  double  digit  level  for 
1981  as  a  whole.  Food  prices,  for  instance,  are 
expected  to  increase  about  12  percent;  gasoline 


prices  will  be  up  by  another  16  percent  reflecting 
recent  increases  in  crude  oil  prices.  Mortgage 
rates  are  currently  driving  up  the  CPI.  When 
they  begin  to  decline  in  the  Spring  they  will  hold 
down  increases  in  the  index  temporarily.  In 
terms  of  the  broadest  measure  of  inflation  in  the 
economy,  the  gross  national  product  deflator, 
gains  will  be  roughly  9l/2  percent.  Inflation  will 
therefore  remain  a  persistent  problem — unless 
the  new  Administration  adopts  stringent  poli- 
cies with  which  it  is  prepared  to  live  for  some 
time. 


TABLE  1 
STANDARD  BUDGET  FORECAST.  SELECTED  DATA  1979-42 


1981 


1982 


1979 

United  States  (Actual) 
(Dollar  amounts  in  billions) 

Real  gross  national  product  (1972  dollars) $1,431.6 

Personal  consumption  expenditures  924.5 

Gross  private  domestic  investment 215.2 

Net  exports 17.6 

Government  purchases  of  goods  and  services 274.3 

Gross  national  product  (current  dollars)  $2,368.8 

GNP  deflator  (1972=100) 165.5 

Personal  income $1,924.2 

Corporate  profits,  pre-tax $236.6 

Wage  and  salary  employment  (thousands) 89,888 

Housing  starts  (thousands) 1,721.9 

New  car  sales  (millions)  10.7 

Consumer  price  index  (1967  =  100) 217.4 

California  Data 

Wage  and  salary  employment  (thousands) 9,679.4 

Mining  39.5 

Construction 463.8 

Manufacturing 2,004.4 

Transportation-utilities 535.6 

Trade 2,232.4 

Finance-insurance-real  estate 595.3 

Services 2,079.5 

Government 1,728.9 

Civilian  labor  force  (thousands) 10,968.9 

Employment 10,285.6 

Unemployment  683.3 

Rate 6.2 

Personal  income  (millions  of  dollars)  $228,017 

Wages  and  salaries 144,541 

Corporate  profits  pre-tax  (millions  of  dollars) $25,300 

New  auto  sales  (thousands)  1,127.1 

Housing  units  authorized  (thousands) 208.2 

Consumer  price  index  (1967  =  100) 215.9 

NOTE:  Percentage  changes  calculated  on  unrounded  data. 


1980 

Percent 

Percent 

(Estimated) 

Amount 

Change 

Amount 

Change 

$1,421.1 

$1,439.5 

1.3 

$1,499.4 

4.2 

924.9 

948.3 

2.5 

983.8 

3.7 

188.1 

195.8 

4.1 

217.8 

11.2 

28.0 

15.5 

- 

14.0 

- 

280.1 

279.9 

-0.1 

283.8 

1.4 

$2,571.4 

$2,851.7 

10.9 

$3,196.1 

12.1 

180.9 

198.1 

9.4 

213.2 

7.6 

$2,122.1 

$2,343.2 

10.4 

$2,610.3 

11.4 

$230.2 

$255.7 

11.1 

$283.6 

10.9 

90,581 

91,471 

1.0 

93,885 

2.6 

1,277.4 

1,365.2 

6.9 

1,622.7 

18.9 

9.0 

9.7 

7.4 

10.5 

8.4 

246.9 

272.9 

10.5 

297.8 

9.1 

9,844 

10,085 

2.4 

10,456 

3.7 

42 

43 

0.8 

44 

1.8 

432 

430 

-0.3 

445 

3.4 

2,006 

2,039 

1.6 

2,097 

2.9 

544 

561 

3.1 

571 

1.8 

2,277 

2,347 

3.1 

2,456 

4.6 

622 

635 

2.1 

658 

3.6 

2,158 

2,261 

4.8 

2,407 

6.4 

1,762 

1,768 

0.3 

1,778 

0.6 

11,195 

11,675 

4.3 

12,115 

3.8 

10,432 

10,897 

4.5 

11,378 

4.4 

763 

778 

2.0 

736 

-5.4 

6.8 

6.7 

- 

6.1 

- 

$256,574 

$287,205 

11.9 

$321,800 

12.0 

160,303 

178,036 

11.1 

199,174 

11.9 

$26,600 

$29,700 

11.7 

$33,100 

11.4 

950 

975 

2.6 

1,060 

8.7 

140 

175 

25.0 

215 

22.9 

249.9 

278.4 

11.4 

304.5 

9.4 
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California  Forecast 

There  is  a  higher  degree  of  confidence  in  the 
outlook  for  California.  In  general,  California 
slightly  outperformed  the  U.S.  during  1980.  Em- 
ployment and  income  gains  were  higher,  and  the 
unemployment  rate  remained  below  the  U.S.  av- 
erage for  most  of  the  year.  This  is  the  first  pro- 
longed period  in  the  last  three  decades  that  the 
jobless  rate  for  the  State  has  remained  lower 
than  the  national  level. 

California  traditionally  does  better  than  the 
rest  of  the  country  during  a  recession.  The  State 
has  less  primary  or  heavy  industry  which  is  tra- 
ditionally impacted  sharply  by  economic  down- 
turns. Employment  here  is  more  heavily 
oriented  to  services,  trade,  and  government,  all 
of  which  are  less  affected  by  a  slump. 


Two  situations  in  particular  somewhat  dis- 
torted the  data  for  California  for  the  past  year. 
The  mid-year  labor  dispute  in  the  construction 
industry  was  unusually  large,  involving  approxi- 
mately 50,000  workers  for  two-and-a-half 
months.  Unsettled  conditions  in  the  entertain- 
ment industry  from  the  end  of  July  to  the  middle 
of  October  resulted  in  a  sharp  curtailment  in 
service  employment.  Had  these  two  develop- 
ments not  occurred,  California  employment 
would  have  looked  still  better. 

During  the  next  two  years  California  is  ex- 
pected to  outperform  the  Nation  again.  Employ- 
ment should  be  up  approximately  2'/2  percent  in 
1981  with  relatively  strong  gains  in  construc- 
tion, manufacturing  and  services.  Personal  in- 
come is  likely  to  grow  by  about  12  percent. 


TABLE  2 
ALTERNATIVE  BUDGET  FORECASTS.  SELECTED  DATA.  1980-82 


1981 


1982 


1980 

LOW  ALTERNATIVE  (Estimated) 
United  States 

Real  gross  national  product  (billions  of  1972  dollars)  1,421.0 

Corporate  profits,  pre-tax  (billion  $) 230.3 

Personal  income  (billion  $)  2,121.9 

Housing  starts  (thousands) 1,276.5 

New  car  sales  (millions) 9.0 

Consumer  price  index  (1967=100) 246.9 

California 

Wage  and  salary  employment  (thousands) 9,844 

Unemployment  rate  (percent)  6.8 

Personal  income  (million  $) 256,562 

Wages  and  salaries 160,295 

Housing  units  authorized  (thousands)  140 

Consumer  price  index  (1967  =  100) 249.9 

HIGH  ALTERNA  TIVE 
United  States 

Real  gross  national  product  (billions  of  1972  dollars)  1,421.1 

Corporate  profits,  pre-tax  (billion  $) 230.2 

Personal  income  (billion  $)  2,122.1 

Housing  starts  (thousands) 1,277.4 

New  car  sales  (millions) 9.0 

Consumer  price  index  (1967=100) 246.9 

California 

Wage  and  salary  employment  (thousands) 9,844 

Unemployment  rate  (percent)  6.8 

Personal  income  (million  $) 256,574 

Wages  and  salaries 160,303 

Housing  units  authorized  (thousands)  140 

Consumer  price  index  (1967=  100) 249.9 


Percent 

Percent 

Amount 

Change 

Amount 

Change 

1,417.4 

-0.2 

1,478.7 

4.3 

237.9 

3.3 

278.4 

17.0 

2,324.6 

9.6 

2,594.6 

11.6 

1,080.6 

-15.4 

1,543.9 

42.9 

9.1 

0.7 

10.2 

12.8 

273.6 

10.8 

299.4 

9.4 

9,957 

1.1 

10,319 

3.6 

7.4 

- 

7.1 

- 

283,902 

10.7 

319,038 

12  A 

175,323 

9.4 

196,797 

12.2 

140 

n.c. 

185 

32.1 

279.9 

12.0 

307.9 

10.0 

1,450.1 

2.0 

1,525.9 

5.2 

261.3 

13.5 

303.1 

16.0 

2,349.9 

10.7 

2,633.9 

12.1 

1,488.3 

16.5 

1,973.3 

32.6 

10.2 

13.0 

11.1 

8.8 

272.4 

10.3 

296.3 

8.8 

10,134 

2.9 

10,598 

4.6 

6.5 

- 

5.9 

_ 

288,105 

12.3 

324,840 

12.8 

178,882 

11.6 

202,060 

13.0 

190 

35.7 

240 

26.3 

277.1 

10.9 

302.0 

9.0 
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Housing  continues  to  be  a  major  negative  as- 
pect of  the  outlook.  Most  of  California  has  se- 
vere shortages  at  the  present  time.  A  strong 
backlog  of  demand  exists  for  both  owner-oc- 
cupied and  rental  units.  Interest  rates  will  deter 
many  potential  homebuyers  and  builders.  Down 
payments  are  a  hinderance  to  many  individuals, 
particularly  first  time  buyers.  Creative  financing 
plans — such  as  adjustable  or  variable  rate  mort- 
gages offered  by  some  financial  institutions  may 
help. 

Alternative  Forecasts 

Although  the  standard  forecast  detailed  in 
Table  1  is  our  best  educated  guess  as  to  what  is 
most  likely  to  occur,  it  is  highly  likely  that  our 
best  forecast  will  be  off  the  mark.  Unfortunately, 
economic  forecasting  is  not  the  precise  science 
that  we  would  like  it  to  be.  Presented  below  are 
two  other  perfectly  reasonable  economic  sce- 
narios which  could  result  in  lower  or  higher 
revenues. 

The  lower  alternative  assumed  that  interest 
rates  would  go  higher,  and  stay  high  longer,  than 
expected  in  the  standard  forecast.  In  this  view  it 
was  thought  that  the  Nation  would  experience  a 
decline  in  economic  activity  during  the  first 
quarter  of  1981,  flattening  in  the  second  quarter 
and  a  very  gradual  recovery  after  that.  Housing 
starts  and  auto  sales  are  held  to  recession  levels. 
Income  increases  at  a  very  slow  rate.  The  unem- 
ployment rate  rises  to  approximately  8'/2  percent 
and  employment  gains  are  minimal. 

With  respect  to  California,  employment 
would  be  up  only  V/2  percent  and  income  by 
approximately  10'/2  percent,  or  $3  billion  less 
than  in  the  standard  forecast. 

The  higher  alternative  was  moderately  above 
the  standard,  with  real  GNP  up  1.8  percent  for 
the  year.  Housing  starts,  auto  sales,  investment, 
and  consumer  demand  all  increase  at  fairly  good 
rates.  Even  under  this  outlook,  though,  it  was 
assumed  that  high  levels  of  interest  rates  and 
inflationary  pressures  would  preclude  the  nor- 
mal recovery  path  from  developing. 

In  this  outlook  California  did  substantially 
better  than  the  U.S.  with  an  employment  gain  of 
approximately  3  percent,  unemployment  falling 
to  a  6'/2  percent  rate  for  1981  as  a  whole  and 
income  up  by  nearly  12'/2  percent. 


REVENUE  ESTIMATES 

Revenue  estimates  for  1981-82  reflect  an  im- 
provement in  economic  activity  from  the  decline 
that  occurred  during  1980-81.  Total  revenue 
during  1981-82  is  forecast  at  $24,167,360,852, 
approximately  $2,239  million  above  the 
$21,928,823,846  anticipated  during  the  current 
year  and  $3,525  million  above  actual  1979-80 
receipts. 

General  Fund  revenue  is  expected  to  total 
$20,762,936,677  during  the  Budget  year,  $2,024 
million  (10.8  percent)  higher  than  current  year 
receipts  and  up  $3,125  million  (17.7  percent) 
from  1979-80.  Increases  in  personal,  corporate 
and  sales  taxes  account  for  most  of  these  gains. 

Special  Fund  revenue  for  1981-82  is  estimat- 
ed at  $3,393,1 11,255 'or  6.7  percent  above  the 
current  year  and  14.1  percent  above  1979-80 
actual  receipts. 

Revenue  for  the  General  Fund  and  Special 
funds  for  the  past,  current  and  budget  years  are 
shown  below. 

TABLE  3 

STATE  REVENUE  COLLECTIONS 

(IN  MILLIONS) 

Percent 

Actual  Estimated  Estimated  of  total 

Taxes,  fees,  etc.  1979-80  1980-81  1981-82  1981-82 
General  Fund 

Sales  and  use    ....  $6,521.5  $7,011.2  $8,000.7  33.1 
Personal  income..  6,506.0  6,650.0  7,435.0  30.8 
Bank  and  corpo- 
ration    2,466.5  2,676.0  3,035.2  12.6 

Inheritance     and 

gift 465.6  575.5  531.5  2.2 

Insurance 446.2  520.0  565.0  2.3 

Cigarette 204.7  198.8  203.6  0.8 

Alcoholic      bever- 
ages   138.9  145.5  149.5  0.6 

Horseracing 110.5  105.1  114.1  0.5 

Other  sources 807.5  857.3  728.3      3X) 

Total,   General 

Fund $17,667.5       $18,739.4      $20,762.9        85.9 

Special  Funds 
Motor  Vehicle 

Fuels $852.8  $830.0  $827.0  3.4 

License  fees  ....  672.2  707.2  813.0  3.4 

Registration 

(weight,  etc.)..  424.5  442.2  468.1  1.9 

Sales  102.0  123.8  139.3  0.6 

Cigarette 85.4  83.4  85.4  0.4 

Bank  and  corpo- 
ration    43.6  48.0  41.8  0.2 

Horseracing 17.1  25.7  23.8  0.1 

Other  sources 777.7  929.1  1006.0      4J 

Total,     Special 

funds $2,975.1         $3,189.4        $3,404.4         14.1 

Total $20,642.6      $21,928.8      $24,167.4       100.0 

Dollar  amounts  have  been  rounded.  Totals,  differences,  and  percent- 
ages have  been  computed  from  whole  dollars. 
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1980  Tax  Legislation  corporate  profits  and  insurance  premiums.  For 
Legislation  enacted  during  1980  will  reduce  the  most  Part> these  taxes  are  related  directly  to 
General  Fund  revenue  by  over  $330  million  in  business  conditions.  Hence,  the  estimates  of 
1980-81  and  1981-82.  Chapter  634  (AB  2092)  revenue  from  each  source  are  derived  from  the 
amended  the  Inheritance  and  Gift  Tax  Laws  to  economic  assumptions  outlined  above.  The  in- 
exempt  spouses  totally  from  these  taxes.  In  addi-  Auence  of  these  economic  factors  upon  the  van- 
tion,  the  specific  exemptions  for  children  and  ous  tax  bases  and  the  methods  used  in  preparing 
other  beneficiaries  were  increased  by  as  much  as  the  budget  revenue  estimates  are  summarized  in 
tenfold.  These  changes  will  reduce  revenue  dur-  the  following  material, 
ing  1980-81  and  1981-82  by  over  $129  million.  Sales  and  Use  Tax— $8,140,000,000 
Chapter  903  (AB  2036)  continued  the  55  per-  The  sales  tax  is  an  excise  tax  imposed  upon 
cent  solar  energy  credit  which  was  due  to  expire  retailers  for  the  privilege  of  selling  tangible  per- 
at  year-end  1980.  Chapter  904  (AB  2030)  pro-  sonal  property  in  California.  Although  retailers 
vided  a  40  percent  tax  credit  for  other  energy  are  responsible  for  the  tax  payments,  the  law 
conservation  expenditures.  These  two  measures  states  that  they  shall  collect  the  tax  from  the 
will  reduce  personal  income  and  bank  and  cor-  consumer  if  possible.  The  tax  rate  is  6  percent  in 
poration  taxes  by  $70  million  in  1981-82.  Chap-  all  but  three  transit  districts  in  the  State  where 
ter  390  (AB  472)  allows  California  based  an  additional  '/2  percent  is  levied  for  the  support 
corporations  that  are  unitary  in  nature  to  offset  of  mass  transit  systems.  Of  the  basic  6  percent 
losses  in  computing  State  tax  liability  in  the  rate,  43/4  percent  represents  the  State  tax  rate,  1 
same  manner  as  allowed  non-California  corpo-  percent  is  for  cities  and  counties  and  '/4  percent 
rations.  This  will  result  in  a  $30,000,000  revenue  is  for  county  transit  systems, 
loss  during  the  current  and  budget  years.  Allow-  As  the  State's  largest  revenue  source,  the  sales 
ing  rapid  write-offs  for  pollution  control  and  and  use  tax  contributes  over  one-third  of  all 
other  energy  conservation  equipment  will  fur-  State  revenues. 

ther  reduce  bank  and  corporation  and  personal  Most  retail  sales  and  leases  of  tangible  person- 
income  taxes  by  $10  million.  al  property  are  subject  to  the  sales  and  use  tax. 
Chapter  1043  (AB  3383),  which  extensively  However,  several  major  exemptions  were  incor- 
revised  the  Horse  Racing  Law,  will  reduce  re-  porated  to  reduce  the  regressivity  of  the  tax. 
ceipts  from  that  source  by  $47  million  during  These  include  food  for  home  consumption;  pre- 
1980—81  and  1981-82.  Chapter  29  (AB  325)  scription  drugs;  and  gas,  electricity,  and  water, 
allows  certain  small  employers  to  remit  amounts  Other  exemptions,  such  as  those  for  vessels  and 
withheld  from  wages  quarterly  rather  than  aircraft,  provide  relief  for  business, 
monthly.  This  will  result  in  a  one-time  cash  flow  In  1980,  several  new  sales  tax  exemptions 
loss  of  $30  million  in  1980-81.  Several  exemp-  were  added.  These  included  exemptions  for  cer- 
tions  to  the  Sales  Tax  Law  will  reduce  revenue  tain  cargo  containers,  bottled  water,  and  certain 
by  $11  million  in  1980-81  and  1981-82.  meals  furnished  to  senior  citizens.  In  addition,  a 
GENERAL  FUND  REVENUE  partial  sales  tax  exemption  for  gasohol,  which 

phases  out  over  a  four-year  period,  was  enacted. 
Over  86  percent  of  all  state  revenue  is  depos-  The  Legislature  also  reenacted  a  60  percent  ex- 
ited in  the  General  Fund.  This  includes  collec-  emption  for  factory-built  housing.  All  of  these 
tions  from   such   levies  as  those  on  sales   of  measures  will  reduce  State  revenues  by  $7.2  mil- 
tangible   personal   property,   personal   income,  Hon  in  the  budget  year. 

Table  4 

TAXABLE  SALES  IN  CALIFORNIA 

(IN  MILLIONS) 

1979 1980 1981 1982 

Percent  Percent  Percent 

Actual               Estimated  Change          Estimated          Change          Estimated          Change 

Retail  stores  except  motor  vehicles  and  .___-. 

buildings S52.286                 $57,060  9.1                 $63,340              11.0                $70,765               11.7 

Motor  vehicle  dealers,  auto  parts,  service  

statlons   etc                  30,308                    33,370  10.1                    38,495                15.4                   44,970               16,8 

Building  materials  including  contractors             14,116                    14,195  0.6                    16,100                13.4                    18,855                17.1 

Manufacturing,  wholesaling,  services  34,968                    38,675  106                   43,065              _1U                   48,560              Ji? 

Totals $131,678               $143,300  8.8               $161,000               12.4              $183,150              13.8 
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A  portion  of  the  sales  tax  from  gasoline  is 
transferred  from  the  Retail  Sales  Tax  Fund  to 
the  Transportation  Planning  and  Development 
Account  in  the  State  Transportation  Fund.  The 
amount  of  the  transfer  is  based  upon  the  level  of 
gasoline  sales  relative  to  other  taxable  sales. 
However,  the  transfer  cannot  exceed  a  limit 
which  is  determined  by  a  1979-80  base-year 
amount  of  $1 10  million,  increased  each  year  by 
the  lesser  of  the  change  in  inflation  or  per  capita 
income  plus  the  change  in  population. 

A  transfer  of  $123,805,000  will  be  made  to  the 
Transportation  Planning  and  Development  Ac- 
count in  1980-81.  In  the  budget  year,  the  trans- 
fer should  total  $139,325,000. 

The  sales  tax  forecast  is  prepared  by  relating 
taxable  sales  by  type  of  retail  outlet  to  appropri- 
ate economic  factors.  Such  factors  include  dis- 
posable personal  income,  housing  starts, 
employment  and  savings. 

Following  four  years  of  annual  increases  in 
excess  of  14  percent,  sales  growth  in  1980 
dropped  dramatically.  Beginning  with  the  sec- 
ond quarter,  when  the  Federal  Reserve  Board 
imposed  controls  on  credit  usage,  sales  growth 
dipped  to  under  8  percent. 

Although  the  credit  controls  were  completely 
phased  out  by  July,  sales  relative  to  income  re- 
mained depressed.  Consumers  apparently  in- 
creased their  savings  and  repaid  debts  rather 
than  purchased  taxable  goods. 

This  conservatism  on  the  part  of  the  consum- 
ers is  expected  to  continue  for  the  first  half  of 
198 1,  as  high  interest  rates  retard  housing  starts, 
auto  sales  and  other  durable  purchases.  By  the 
second  half  of  the  year,  increased  economic 
strength  as  well  as  lower  interest  rates  should 
spur  consumption. 

Very  little  real  growth  is  anticipated  in  total 
sales  during  1981.  Taxable  sales  are  forecast  at 
$161  billion,  an  increase  of  12.4  percent.  Gaso- 
line sales  should  show  the  strongest  gains  al- 
though the  volume  purchased  will  again  decline. 
The  price  of  gasoline  is  expected  to  climb  30 
cents  over  the  course  of  the  year  as  tighter  sup- 
plies and  recent  wholesale  price  hikes  are  reflect- 
ed at  the  retail  level.  Since  the  demand  for 
housing  remains  strong,  building  materials  and 
contractors'  sales  should  pick  up  when  the  cost 
of  funds  for  construction  declines. 

The  general  economic  upswing  in  1982  should 
boost  sales  substantially.   Nominal  growth  is 


forecast  at  13.8  percent,  or  3.0  percent  in  real 
terms.  Gasoline  will  again  account  for  much  of 
the  gain  as  prices  rise  V/2  to  2  cents  per  month. 
As  sales  of  autos  and  other  vehicles  rebound  in 
1982,  the  new  motor  vehicle  dealers'  category 
should  increase  over  19  percent.  Demand  for 
building  supplies  should  also  be  strongly  on  the 
upswing.  Over  17  percent  growth  is  forecast  in 
building  materials  and  contractors'  sales.  Most 
other  types  of  sales  should  also  show  real  gains. 
Sales  and  use  tax  revenues  prior  to  the  trans- 
fers to  the  State  Transportation  Fund,  including 
revenue  attributable  to  audit  activities  of  the 
Board  of  Equalization  and  the  effects  of  legisla- 
tive changes,  are: 

(In  thousands) 

1979-80  (actual) $6,623,521 

1980-81  (estimated) $7,135,000 

1981-82  (estimated) $8,140,000 

Personal  Income  Tax — $7,435,000,000 

The  personal  income  tax  is  the  State's  second 
largest  revenue  source,  producing  about  one- 
third  of  General  Fund  revenues.  The  tax  is  im- 
posed on  net  California  taxable  income  (gross 
income  less  exclusions  and  deductions)  with  tax 
rates  ranging  from  1  to  1 1  percent.  Personal  and 
dependent  tax  credits  are  allowed  against  the 
gross  tax  liability.  In  addition,  a  tax  on  prefer- 
ence income  is  levied  at  one-half  the  regular 
rates.  Preference  income  includes  such  items  as 
accelerated  depreciation,  and  the  portion  of 
capital  gains  income  excluded  from  adjusted 
gross  income. 

The  personal  income  tax  was  enacted  in  1935. 
Rates  at  that  time  ranged  from  1  percent  on 
taxable  income  under  $5,000  to  15  percent  on 
taxable  income  in  excess  of  $250,000. 

The  current  law  is  the  result  of  extensive 
modifications  made  in  1971,  which  provided  for 
withholding  and  quarterly  estimated  tax  pay- 
ments. Other  changes  included  revised  capital 
gains  treatment,  a  tax  on  preference  income,  and 
an  increase  in  the  then  maximum  tax  rate  of  10 
percent  to  11  percent. 

The  imposition  of  withholding  resulted  in 
considerable  windfall  revenue.  As  a  result,  a  spe- 
cial one-time  tax  credit  was  enacted  in  1972 
which  returned  $438  million  to  the  taxpayers. 
This  law  also  provided  for  a  low-income  tax 
credit  which  essentially  exempted  single  persons 
with  less  than  $4,000  income  and  married  cou- 
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pies  with  less  than  $8,000  income  from  paying 
any  income  tax.  (In  1976,  incomes  for  the  low- 
income  tax  credit  were  increased  to  $5,000  and 
$10,000.)  Because  personal  income  tax  rates  are 
progressive,  inflation  pushed  many  taxpayers 
into  higher  tax  rate  brackets.  To  help  offset  these 
tax  increases,  the  Legislature  provided  for  a  spe- 
cial tax  credit  in  1978.  That  credit  returned  $714 
million  to  the  taxpayers.  In  addition,  the  Legis- 
lature provided  for  the  indexing  of  tax  rate 
brackets  by  the  annual  percent  change  in  the 
California  Consumer  Price  Index,  less  3  percent, 
effective  with  the  1978  tax  year.  Indexing  of  the 
personal  and  dependent  tax  credits  and  the 
standard  deduction  by  the  full  annual  percent 
change  in  the  California  Consumer  Price  Index 
began  in  1979. 

Legislation  enacted  in  1979  provided  that,  for 
the  1980  and  1981  taxable  years,  tax  rate  brack- 
ets would  be  indexed  by  the  full  annual  percent 
change  in  the  California  Consumer  Price  Index. 
Indexing  provides  a  substantial  reduction  in 
revenue.  The  following  table  shows  the  estimat- 
ed reduction  and  percent  of  total  income  tax 
revenue  attributable  to  indexing: 

Amount  and  Percent  of 

Revenue  Reduction  Resulting 

From  indexing 

Percent  of  Total 

Amount  Income  Tax 

in  Revenue 

Fiscal                                             Millions  before 

Year                                         of  Dollars  Indexing 

1978-79 $250  5% 

1979-80 $630  9% 

1980-81 $1,710  20% 

1981-82 $2,470  25% 

Legislation  approved  in  1980  which  had  a  sig- 
nificant impact  on  the  revenue  forecast  included 
AB  325,  AB  2030,  and  AB  2036.  AB  325  pro- 
vided that  many  small  employers  who  reported 
withholding  receipts  on  a  monthly  basis  will, 
beginning  in  1981,  be  permitted  to  report  on  a 
quarterly  basis.  This  will  result  in  a  one-time 
fiscal  year  cash  flow  tax  reduction  of  about  $30 
million.  AB  2030  provided  that,  beginning  with 
the  1981  tax  year,  a  special  tax  credit  for  energy 
conservation  measures,  other  than  solar  energy, 
will  be  available.  This  will  result  in  a  lowering  of 
personal  income  tax  revenues  by  $40  million  in 
the  Fiscal  Year  1981-82.  AB  2036  provided  that 
the  solar  energy  tax  credit,  which  would  have 
expired  at  the  end  of  the  1980  tax  year,  will  be 
extended.  This  will  provide  about  $15  million  in 


tax  relief  in  the  Fiscal  Year  1981-82. 

In  preparing  the  personal  income  tax  fore- 
casts, historical  revenue  trends  are  analyzed  in 
relation  to  comparable  trends  in  personal  in- 
come. Using  these  relationships,  and  the  Depart- 
ment's forecast  of  personal  income,  future 
revenue  is  calculated. 

Total  personal  income  tax  revenue  is  estimat- 
ed as  follows: 

(In  thousands) 

1979-80  (actual) $6,506,015 

1980-81  (estimated) $6,650,000 

1981-82  (estimated) $7,435,000 

Bank  and  Corporation  Tax — $3,077,000,000 

The  bank  and  corporation  franchise  tax  is  lev- 
ied on  corporations  for  the  privilege  of  doing 
business  in  California.  The  tax  is  measured  by 
net  income  and  is  imposed  at  a  9.6  percent  rate. 
The  corporation  income  tax  was  enacted  to  com- 
plement the  franchise  tax.  It  is  levied,  at  the 
same  rate  as  the  franchise  tax,  on  the  net  income 
of  corporations  not  doing  business  in  California 
but  which  derive  income  from  California 
sources  (primarily  foreign  companies  engaged 
wholly  in  interstate  commerce  and  holding  com- 
panies) . 

Banks  and  other  financial  corporations  are 
required  to  pay  an  additional  tax  on  their  net 
income.  For  1980  and  1981  this  additional  tax  is 
2  percent  of  net  income.  The  tax  on  banks  and 
other  financials  is  in  lieu  of  all  State  and  local 
taxes  except  those  on  real  property  and  motor 
vehicles. 

In  1980,  there  were  three  major  legislative 
changes  that  will  affect  bank  and  corporation 
tax  revenue  during  the  current  and  budget  years. 

Chapter  390  (AB  472)  allows  commonly 
owned  or  controlled  intrastate  corporations  to 
file  a  combined  tax  return.  This  change  will 
reduce  the  total  tax  liability  of  related  intrastate 
corporations  when  losses  are  incurred  by  any 
one  of  such  corporations.  Revenues  are  expected 
to  be  reduced  $  14  million  in  the  current  year  and 
$16  million  in  the  budget  year. 

Chapter  903  (AB  2036)  modifies  the  solar 
energy  tax  credit  and  extends  its  expiration  date 
to  December  31,  1983.  This  will  reduce  revenues 
by  $5,000,000  in  the  budget  year. 

Chapter  904  (AB  2030)  establishes  a  tax 
credit  for  energy  conservation  measures  other 
than  solar  energy,  such  as  ceiling  insulation  and 
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weatherstripping.  This  credit  is  expected  to 
reduce  bank  and  corporation  tax  revenues  by 
$10  million  in  the  budget  year. 

Revenue  collections  in  the  current  and  budget 
year  depend  upon  corporate  profits  attributable 
to  California  during  1979,  1980,  and  1981.  The 
profit  estimate  for  1980  was  based  upon  re- 
sponses to  a  questionnaire  sent  to  a  sample  of 
firms  doing  business  in  California.  The  7 1 3  com- 
panies answering  the  sample  account  for  ap- 
proximately 40  percent  of  the  corporate  tax 
base. 

According  to  the  survey,  California  corporate 
profits  in  1980  are  expected  to  total  $26.6  billion, 
or  5.1  percent  above  1979. 

The  utilities  and  mining  and  oil  production 
industries  expect  to  register  the  strongest  in- 
creases, while  declines  are  expected  in  agricul- 


ture, manufacturing,  trade,  finance  and  real 
estate.  The  significant  increase  for  the  mining 
and  oil  production  industry  reflects  rising 
worldwide  oil  prices  and  price  decontrol  for 
domestically  produced  oil,  while  the  gain  for 
utilities  should  be  viewed  as  a  rebound  from 
depressed  1979  levels. 

With  the  exception  of  the  financials,  the  ef- 
fects of  the  recession  on  profits  has  been  relative- 
ly mild.  The  nearly  20  percent  expected  decline 
in  profits  for  financials  subject  to  the  bank  tax  is 
due  entirely  to  expected  declines  for  the  savings 
and  loan  industry  (  —  70.8  percent).  High  inter- 
est rates  during  1980  decimated  the  home  mort- 
gage market.  For  1981,  corporate  profits  are 
expected  to  increase  11.7  percent  to  $29.7  bil- 
lion. Actual  and  estimated  corporate  profits 
from  1978  to  1980  are  shown  in  Table  5. 


TABLE  5 

TAXABLE  CORPORATE  PROFITS  IN  CALIFORNIA  Q 

(IN  MILLIONS) 


1978 

Industry  Actual 

Agriculture $279 

Mining  and  oil  production 1,344 

Construction 981 

Manufacturing 7,937 

Trade 4,891 

Service 1,988 

Financials  subject  to  bank  tax 2,452 

Real  estate  and  other  financials 1,669 

Utilities 1,700 

Totals  $23,241 


1979 


1980 


Percent 

Percent 

Preliminary 

Change 

Preliminary 

Change 

$336 

20.4 

$326 

-3.0 

2,413 

79.5 

3,400 

40.9 

1,160 

18.2 

1,366 

17.8 

8,598 

8.3 

8,361 

-2.8 

5,509 

12.6 

5,499 

-0.2 

2,206 

11.0 

2,413 

9.4 

2,133 

-13.0 

1,713 

-19.7 

1,895 

13.5 

1,819 

-4.0 

1,050 

-38.2 

1,703 

62.2 

$25,300 


8.9 


$26,600 


5.1 


*  These  figures  represent  income  of  corporations  with  accounting  periods  ending  in  August  of  the  year  shown  through  July  of  the  following  year.  This 
method  of  reporting  approximates  the  Federal  system  of  reporting  corporate  profits  in  the  year  earned. 


After  adjusting  for  legislation  and  adding  pay- 
ments attributable  to  audit  activities  of  the  Fran- 
chise Tax  Board,  total  revenue  is  estimated  as 
follows: 


(In  thousands) 

1979-80 

1980-81 

1981-82 

Actual 

Estimated 

Estimated 

$2,466,458 

$2,676,027 

$3,035,234 

State  Litter  Control, 

Recycling,    and 

Resource      Re- 

covery Fund  .... 

14,581  ' 

13,971  ' 

14,766 

Financial  Aid  to  Lo- 

cal       Agencies 

Fund  

29,000' 

34,000' 

27,000 

Total 

$2,510,039 

$2,724,000 

$3,077,000 

1  For  1 979-80  and  1 980-8 1 ,  the  State  Controller  accounts  these  amounts 
as  General  Fund  Revenue.  Legislation  will  be  proposed  to  treat 
these  amounts  as  Special  Fund  revenue  in  1981-82. 


Insurance  Tax — $565,000,000 

All  insurers  are  subject  to  a  2.35  percent  gross 
premiums  tax.  This  tax  is  in  lieu  of  all  other 
State  and  local  taxes  except  those  on  real  prop- 
erty and  motor  vehicles.  Exceptions  to  the  2.35 
tax  rate  are  certain  pension  and  profit  sharing 
plans  which  are  taxed  at  0.50  percent,  surplus 
lines  at  3  percent,  and  ocean  marine  insurers  at 
5  percent  of  underwriting  profits. 

A  survey  conducted  by  the  Department  of 
Finance  was  used  to  project  insurance  premium 
growth.  Responses  were  obtained  from  118  in- 
surance companies.  These  companies  account 
for  61  percent  of  insurance  written  in  California. 
The  results  indicate  that  taxable  premiums  in- 
creased by  6.7  percent  in  1980  and  are  projected 
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to  grow  9.8  percent  in  1981. 

The  estimated  tax  for  the  current  and  budget 
years  and  the  actual  tax  collection  in  1979-80 
are: 

(In  thousands) 

1979-80  (actual) $446,228 

1980-81  (estimated) 520,000 

1981-82  (estimated) 565,000 

Inheritance  and  Gift  Taxes — $531,500,000 

The  California  inheritance  tax  is  levied  on 
property  transferred  at  death,  including  gifts 
made  either  in  contemplation  of  death  or  with 
the  intention  that  the  transfer  take  effect  at  or 
after  death.  The  tax  liability  rests  with  the  dece- 
dent's estate. 

Taxable  property  includes  all  tangible  (real) 
property  in  the  State.  Should  the  decedent  at 
date  of  death  be  a  California  resident,  intangible 
(personal)  property  is  also  taxed.  A  progressive 
rate  schedule,  which  varies  with  the  relationship 
between  the  transferee  and  decedent,  is  applied 
to  the  taxable  base. 

The  Gift  Tax  Law  provides  for  an  annual  $3,- 
000  exemption  from  donor  to  the  same  donee, 
with  no  limit  on  the  number  of  donees.  The  law 
also  provides  a  specific,  one-time  exemption,  the 
amount  of  which  varies  with  the  relationship 
between  donee  and  donor.  The  specific  exemp- 
tions and  the  tax  rates  are  the  same  as  those 
provided  in  the  Inheritance  Tax  Law. 

Effective  January  1,  1981,  Chapter  634  (AB 
2092)  makes  all  interspousal  transfers  exempt 
from  inheritance  and  gift  taxation  and  increases 
the  exemption  for  other  beneficiaries,  the 
amount  of  which  varies  with  the  relationship 
between  transferor  and  transferee. 

A  significant  amount  of  the  tax  relief  provided 
by  Chapter  634  will  accrue  to  a  relatively  few 
individuals.  The  total  inheritance  tax  relief  pro- 
vided by  this  bill  expected  in  the  current  year  is 
$1.4  million,  with  $123.7  million  estimated  for 
the  budget  year.  When  fully  effective,  the  inher- 
itance tax  provisions  of  this  bill  is  expected  to 
affect  approximately  1 50,000  beneficiaries  annu- 
ally. Spouses,  who  make  up  10  percent  of  the 
total  number  of  inheritances,  are  expected  to 
receive  approximately  65  percent  of  the  tax  re- 
lief. Of  the  savings  to  spouses,  it  is  estimated  that 
10  percent  will  realize  approximately  57  percent 
of  the  total. 


Estimated  revenues  for  the  inheritance  and 


gift  taxes  are: 

(In  thousands) 

Inheritance  Tax 

1979-80 
Actual 

$445,938 
19,673 

$465,611 

1980-81 
Estimated 
$552,000 
23,500 

$575,500 

1981-82 
Estimated 
$505,000 
26,500 

$531,500 

Gift  Tax 

Total 

Cigarette  Tax — $289,000,000 

A  tax  of  10  cents  per  package  of  cigarettes  is 
imposed  on  the  distributor  for  the  privilege  of 
selling  cigarettes  in  this  State.  Thirty  percent  of 
the  total  revenue  is  allocated  to  local  govern- 
ments with  the  remaining  70  percent  going  to 
the  General  Fund.  Cigars  and  other  tobacco 
products  are  not  subject  to  a  tobacco  tax. 

A  projection  of  the  total  number  of  taxable 
cigarette  packs  distributed  in  the  current  and 
budget  years  is  the  basis  for  the  cigarette  tax 
estimate.  Per  capita  consumption  in  the  1980-81 
year  is  expected  to  increase  2.6%  from  1979-80 
and  then  remain  level  through  1981-82.  Taxable 
distributions  of  cigarettes  in  1979-80  were  at 
2.74  billion  packs;  2.87  billion  packs  are  project- 
ed for  1980-81  and  2.91  billion  packs  for  1981- 
82.  Estimated  revenues  for  the  cigarette  tax  are: 

(In  thousands) 

1979-80  1980-81  1981-82 

Actual  Estimated        Estimated 

General  Fund $204,675  $198,800  $203,600 

Cigarette  Tax  Fund 85,369  83,400  85,400 

Totals  $290,043  $282,200  $289,000 

In  1979-80,  a  change  in  accounting  proce- 
dures resulted  in  13  months  revenue  being 
counted  in  that  year. 

Alcoholic  Beverage  Taxes — $149,500,000 

The  tax  on  alcoholic  beverages  is  levied  on  the 
distribution  of  distilled  spirits,  beer  and  wine  to 
retailers.  The  tax  rates,  which  vary  with  the  type 
of  alcoholic  beverage,  are  as  follows: 

Beer $.04/gallon 

Sparkling  wine $.30/gallon 

Dry  wine  $.01/gallon 

Sweet  wine $.02/gallon 

Distilled  spirits $2.00/gallon 

Alcoholic  beverage  tax  estimates  are  based  on 
a  projection  of  the  total  number  of  gallons  dis- 
tributed in  the  current  and  budget  years  for  each 
type  of  beverage.  Over  the  past  five  years,  beer, 
dry  wine  and  sparkling  wine  have  increased  in 
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popularity,  whereas  the  consumption  of  sweet 
wine  has  been  on  the  decline.  Estimated  per 
capita  consumption  of  each  beverage  is  shown 
below: 

Apparent  Per  Capita  Consumption 
(in  gallons) 

1979-80  1980-81  1981-82 

Actual  Estimated  Estimated 

Distilled  spirits 2.48  2.57  2.60 

Beer 25.22  24.88  25.71 

Sparkling  wine .29  .30  .31 

Dry  wine  3.66  3.90  4.09 

Sweet  wine .39  .35  .32 

Estimated  revenues  for  the  current  and 
budget  years,  compared  with  the  actual  revenue 
for  1979-80  are: 

(In  thousands) 

1979-80  1980-81  1981-82 

Actual  Estimated         Estimated 

Distilled  spirits $112,757  $119,200  $122,000 

Beer  and  wine $26,183  $26,300  $27,500 

Total $138,940  $145,500  $149,500 

Horse  Racing  Fees — $137,880,000 

Horse  racing  in  California  provides  entertain- 
ment for  over  10  million  attendees,  and  employ- 
ment for  over  20,000  licensees  and  service 
workers  directly  and  for  thousands  more  in  the 
ancillary  breeding  and  supplier  activities. 

The  major  portion  of  horse  racing  revenue  is 
derived  from  a  license  fee  imposed  on  the  total 
parimutuel  handle  (the  amount  bet)  and  break- 
age (the  odd  cents  not  paid  to  winning  ticket 
holders) .  Other  sources  of  horse  racing  revenue 
are  unclaimed  parimutuel  tickets,  occupational 
license  fees,  fines  and  penalties. 

Beginning  in  January  1981,  a  new  license  fee 
schedule  and  a  different  distribution  of  the  pro- 
ceeds is  authorized.  Rather  than  the  one  basic 
fee  schedule,  there  are  now  numerous  schedules 
differentiated  by  the  type  of  horse  racing  and  the 
size  of  the  handle.  These  changes  were  instituted 
to  provide  incentives  for  the  expansion  of  the 
racing  industry.  The  new  tax  schedules  allow 
more  of  the  collected  money  to  be  kept  by  the 
racetrack  and  purses  to  be  larger  for  the  horse- 
man. As  a  further  incentive,  additional  race  days 
have  been  statutorily  authorized.  These  changes 
will  account  for  about  a  28  percent  reduction  in 
the  1981-82  General  Fund  share  of  horse  racing 
revenue. 

Revenue  from  horseracing  is  anticipated  to  be 
$130,240,000  in  1980-81  and  $137,880,000  in 
1981-82.  Total  parimutuel  pools,  receipts  from 


horse  racing,  and  the  final  distribution  of  such 
revenue  among  the  various  funds  are  shown  be- 
low. 

Sources  and  Distribution  of  Horse  Racing  Revenue 
(In  thousands) 

1979-80 
Actual 
Total  parimutuel  pools  ....       $1,782,449 
Receipts: 

Parimutuel  license  fee  ..  114,834 

Breakage 8,553 

Sires  stakes  revenue 625 

1      percent     additional 

take-out  for  fairs 1,379 

Unclaimed     parimutuel 

tickets 1,551 

Occupational  license 
fees,  fines  and  penal- 
ties miscellaneous 686 

Total 127,627 

Distribution: 

General  Fund 110,550 

Fair  and  Exposition 
Fund  15,703 

Wildlife        Restoration 

Fund  750 

Sires  Stakes 625 

Racetrack  Security  Ac- 
count, Special  Deposit 
Fund  - 

Horsemen's  Organiza- 
tion Welfare  Account, 
Special  Deposit  Fund  - 


1980-81 

1981-82 

Estimated 

Estimated 

1,935,985 

$2,243,625 

117,623 

124,971 

8,143 

8,119 

1,245 

1,807 

1,629 

1,753 

1,285 

1,311 

875 

919 

130,800 

137,880 

105,125 

114,099 

23,680 

21,224 

750 

750 

1,245 

1,807 

220 


750 


220 


750 


Other  General  Fund  Revenue — $728,329,000 

Miscellaneous  receipts  for  the  General  Fund 
will  total  $738.3  million  in  the  budget  year;  a 
decrease  of  15  percent  from  the  corresponding 
figure  for  the  current  year  and  up  9.8  percent 
from  1978-79.  Miscellaneous  revenue  is  made 
up  of  seven  categories:  Medi-Cal  aid  reimburse- 
ments, interest  income,  pay  patients  and  county 
board  charge  at  hospitals,  General  Fund  share  of 
liquor  license  fees,  private  care  tax,  royalties 
from  oil  and  gas  production  on  state-owned 
lands,  and  other — including  charges  for  certain 
services  to  business  and  individuals  and  sales  of 
property. 

Alternative  Forecasts 

The  alternative  economic  forecasts  discussed 
on  page  A-7  will  result  in  different  revenue  esti- 
mates. A  deeper  recession  coupled  with  a 
delayed  recovery  could  reduce  revenue  by  as 
much  as  $580  million  between  now  and  June 
1981.  On  the  other  hand,  a  rapid  recovery  could 
lead  to  revenue  collections  of  $600  million  above 
the  forecast. 

The  alternative  economic  forecasts  could  re- 
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suit  in  alternate  revenue  estimates  ranging  ap- 
proximately $770  million  from  the  Budget 
forecast. 

The  following  table  compares  the  General 
Fund  revenue  estimates  used  in  this  Budget  with 
revenue  estimates  based  on  both  the  high  and 
low  alternative  economic  forecasts. 

TABLE  6 

ESTIMATED  GENERAL  FUND  REVENUE 

BASED  ON  HIGH.  BUDGET  AND  LOW 

ECONOMIC  OUTLOOKS 

(In  millions) 


High 
Alternative 


Budget 
Estimate 


Low 
Alternative 


1980-81 

Sales  and  use  tax $7,300.0  $7,011.2       $6,700.0 

Personal  income  tax 6,850.0  6,650.0         6,450.0 

Bank  and  corporation  tax ..  2,760.0  2,676.0         2,590.0 

Other  sources 2,402  2,402            2,402 

Total $19,312  $18,739        $18,142 

Difference   from   Budget 

estimate +$573  -$597.2 

1981-82 

Sales  and  use  tax $8,450  $8,001          $7,550 

Personal  income  tax 7,660  7,435            7,210 

Bank  and  corporation  tax ..  3,130  3,035            2,940 

Other  sources 2,292   _        2,292  2,292 

Total $21,532  $20,763        $19,992 

Difference  from   Budget 

estimate +$769  -$771 


SPECIAL  FUND  REVENUE 

Provisions  of  the  California  Constitution, 
codes  and  statutes  restrict  the  use  of  certain 
revenue  for  specified  purposes,  and  these  re- 
ceipts are  separately  accounted  for  in  various 
special  funds.  In  general,  they  comprise  three 
categories  of  income:  (1)  receipts  from  tax  levies 
which  are  allocated  to  specified  functions;  (2) 
charges  for  special  services  to  specific  groups; 
and  (3)  rentals,  royalties  and  other  receipts  ear- 
marked for  particular  purposes.  Motor  vehicle 
taxes  and  fees  illustrate  the  first  of  these  classes. 
License  fees  for  the  regulation  of  business  and 
professions  are  typical  of  the  second.  Oil  and  gas 
royalties  are  examples  of  the  third.  Interest  re- 
ceived by  the  investment  of  special  fund  money 
is  deposited  in  the  fund  for  which  the  invest- 
ments are  held. 

Motor  vehicle  taxes  and  fees  account  for  62 
percent  of  all  special  fund  revenue.  Principal 
sources  of  this  income  are  the  motor  vehicle  fuel 
taxes,  registration  and  weight  fees  and  vehicle 
license  fees.  During  the  1981-82  fiscal  year,  $2.1 
billion  will  be  derived  from  the  ownership  or 
operation  of  motor  vehicles.  Approximately  $1.2 


billion  of  this  revenue  will  be  returned  to  local 
governments.  The  remainder  will  be  available 
for  various  state  programs  related  to  transporta- 
tion and  services  to  vehicle  owners. 

Thirty  percent  of  cigarette  tax  revenue  is  de- 
posited in  a  special  fund  for  distribution  to  cities 
and  counties.  In  1981-82  receipts  for  this  fund 
are  estimated  at  $85.4  million. 

Charges  for  special  services  to  industry,  busi- 
ness and  the  professions,  together  with  hunting, 
fishing  and  liquor  licenses,  other  regulatory  fees 
and  miscellaneous  receipts  will  amount  to  $1,- 
006  million  in  1981-82.  Oil  and  gas  revenues  are 
estimated  to  total  $487  million.  Interest  from 
investments  held  for  the  various  special  funds  is 
projected  at  $104  million. 

Motor  Vehicle  Fees — $1,281,126,000 

Motor  vehicle  fees  consist  of  vehicle  license 
fees,  registration  fees,  drivers'  license  fees,  and 
various  other  charges  related  to  vehicle  opera- 
tion. 

Registration  fees  are  levied  on  all  motor  vehi- 
cles, trailers,  semi-trailers  and  certain  types  of 
dollies  at  a  flat  rate.  In  addition  to  the  $11  regis- 
tration fee,  trucks  and  trailers  pay  fees,  ranging 
from  $5  to  $413,  based  on  their  unladen  weight. 

New  vehicle  sales  (autos,  trucks,  trailers  and 
motorcycles)  in  California  reached  1,638,113  in 
1979  and  are  estimated  to  be  1,374,000  units  in 
1980.  In  1981  and  1982,  sales  are  expected  to 
reach  1,425,000  and  1,562,000  units,  respective- 

Allowing  for  scrappage  and  vehicles  entering 
and  leaving  the  State,  total  fee-paid  registrations 
at  year-end  are  estimated  at  19,032,000  for  1980, 
19,450,000  for  1981  and  19,986,000  for  1982. 
Based  on  these  estimates,  registration,  weight 
and  other  fees  are  expected  to  total  $442  million 
for  the  current  year  and  $462  million  in  the 
budget  year. 

The  vehicle  license  fee  is  imposed  for  the 
privilege  of  operating  a  vehicle  on  the  public 
highways  in  California.  It  is  calculated  on  the 
vehicle's  "market  value" — the  manufacturer's 
suggested  base  price,  excluding  options,  adjusted 
by  a  depreciation  schedule.  For  motor  vehicles, 
the  schedule  is  based  on  a  nine-year  depreciation 
period;  an  18-year  depreciation  period  is  used 
for  trailer  coaches.  A  rate  of  2  percent  is  applied 
to  the  depreciated  value  to  determine  the  fee. 
Revenue  from  this  source  is  thus  contingent  on 
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the  number  of  vehicles  in  the  State,  the  age  dis- 
tribution of  those  vehicles,  and  their  original 
base  price.  The  revenues  collected,  less  certain 
deductions,  are  distributed  to  local  governments 
on  a  population  basis. 
Total  revenues  from  motor  vehicle  fees  are: 

(In  thousands) 


Registration,       weight 

and  other  fees 

Vehicle  license  fees 


1979-80 
Actual 

$424,462 
672,178 


1980-81 
Estimated 

$442,000 
707,200 


1981-82 
Estimated 

$468,126 
813,000 


Total $1,096,640        $1,149,200        $1,281,126 

Motor  Vehicle  Fuel  Taxes — $827,000,000 

The  motor  vehicle  fuel  license  tax  and  the  use 
fuel  tax  provide  the  major  sources  of  funds  for 
maintaining,  replacing,  and  constructing  state 
highway  and  transportation  facilities. 

The  motor  vehicle  fuel  license  tax  (gas  tax)  is 
a  tax  on  the  distribution  of  gasoline  and  other 
flammable  liquids  which  are  used  in  propelling 
motor  vehicles,  aircraft,  and  vessels.  Distribu- 
tions of  diesel  fuel,  liquid  petroleum  gas  (LPG), 
and  kerosene  are  not  included  under  this  tax. 
The  current  tax  rates  per  gallon  are  as  follows: 

Motor  vehicle  fuel  suitable  for 

highway  use l<t 

Motor  vehicle  fuel  suitable  for 

off-highway  recreational  use  I4 

Aircraft  jet  fuel 2^ 

Fuel  used  in  aircraft 1 , 7(zf 

Fuel  used  in  vessels 7<zf 


1  Subject  to  5  cent  refund. 

Revenues  collected  from  the  distribution  of 
motor  fuel  used  in  aircraft  are  transferred  to  the 
Aeronautics  Account. 

Gasoline  tax  revenues  are  estimated  on  the 
basis  of  average  gasoline  consumption  per  vehi- 
cle and  total  vehicle  registrations.  Consumption 
per  vehicle  in  1979-80  amounted  to  590  gallons 
and  is  projected  at  561  gallons  for  1980-81  and 
542  gallons  for  1981-82. 


The  use  fuel  tax  is  imposed  on  the  distribution 
of  diesel  fuel,  liquefied  petroleum  gas  (LPG) , 
and  natural  gas  for  use  on  State  highways.  This 
tax  augments  the  gasoline  tax  and  is  used  for  the 
construction  and  maintenance  of  highways. 

The  current  tax  rates  are  7  cents  per  gallon  of 
motor  vehicle  fuel  or  per  100  cubic  feet  of  com- 
pressed natural  gas,  and  6  cents  per  gallon  of 
LPG  or  liquid  natural  gas.  In  addition,  a  person 
may  elect  to  pay  a  flat  rate  fuel  tax  based  on 
vehicle  weight  in  lieu  of  the  tax  on  LPG.  Local 
transit  systems  and  certain  common  carriers  pay 
1  cent  per  gallon. 

Highway  consumption  of  diesel  fuel  is  es- 
timated by  projecting  the  trend  of  past  distribu- 
tions with  adjustments  to  reflect  changes  in  the 
economy.  Consumption  of  diesel  fuel  in  1980-81 
is  estimated  to  increase  3.7  percent  from  1979— 
80,  and  to  rise  by  8.5  percent  in  1981-82. 

Revenues  from  motor  vehicle  fuel  taxes  are 
shown  below: 


(In  thousands) 

Gasoline 

1979-80 
Actual 

$773,695 
79,057 

1980-81 
Estimated 
$748,000 
82,000 

$830,000 

1981-82 
Estimated 
$738,000 
89  000 

Totals 

$852,751 

$827,000 

Other  Special  Fund  Revenue — $1,006,026,000 

For  the  most  part,  nontax  revenue  flowing  to 
special  funds  represents  regulatory  fees  on  busi- 
ness and  professions,  charges  for  special  services 
to  designated  groups,  special  accounts  in  the 
General  Fund  and  royalties  from  oil  and  gas 
production  on  state-owned  land. 

For  the  budget  year,  these  revenues  will  total 
$1,006  million  compared  with  $929  million  in 
the  current  year.  Actual  receipts  in  1979-80 
were  $778  million. 
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TABLE  9 
OUTLINE  OF  STATE  TAX  SYSTEM  AS  OF  JANUARY  1,  1981 


Major  Taxes  and  Fees 

Alcoholic  Beverage  Excises: 

Beer 

Distilled  spirits 

Wine: 

Dry  

Sweet 

Sparkling 

Sparkling  hard  cider 

Bank  and  Corporation: 

General  corporations 

Banks  and  financial  corporations 


Cigarette 

Energy  Resources  Surcharge 

Gift  

Horse  Racing  License 

Inheritance 

Insurance  

Liquor  License  Fees  

Motor  Vehicle: 

Vehicle  license  fees  

Fuel — gasoline 

Fuel — diesel  

Registration  fee  

Weight  fees 

Personal  Income  

Preference  Income: 

Bank  and  corporation 

Personal 


Private  Railroad  Car. 
Retail  Sales  and  Use  . 


Reference 


Code 


Sections 


Base  or  Measure 


Rate 


Administering 
Agency 


Fund 


R&  T  (1) 
R&T 

R&T 
R&T 
R&T 
R&T 

R&T 

R&T 


R&T 
R&T 

R&T 

B  &  P  (8) 


R&T 
R&T 
B&  P 


R&T 

R&T 
R&T 

Vehicle 
Vehicle 
R&T 

R&T 

R&T 


R&T 
R&T 


32151(a) 
32201(a) 

32151(b) 
32151(c) 
32151(d) 
32151(e) 

23151 
23501 
23183 


30101 

40032 

15201 
19611 
19612 
19614 
19491 
13401 
12202 
23320 


10751 

7351 
8651 
9250 
9400 
17041 

23400 

17062 


11401 

6051 

6201 


Gallon 

Gallon 

Gallon 

Gallon 

Gallon 

Gallon 

Net  income 

Net  income 

Package 

Kilowatt  hours 

Market  value 

Amt.  wagered  

Breakage 

Market  value 

Gross  Premiums  

Type  of  license 

Market  value 

Gallon 

Gallon 

Vehicle 

Unladen  weight 

Taxable  income 

Preference  income  over 

$30,000 

Preference  income  over 
$4,000  (single),  $8,000 
(joint,  head  of 

household,  or  surviving 

spouse) 

Valuation  

Receipts  from  sales  or 
lease  of  taxable  items  .... 


$0.04 
2.00 

.01 
.02 
.30 

.02 

9.6%  (3) 
11.6% 

$0.10  (6) 

$0.00016 

3-24% 

1.0-6.45% 

0-100% 


3-24% 
2.35%  (10) 
Various 


2% 

$0.07 
.07 
11.00 
Various 
1-11% 


2.5% 


0.5-5.5% 
(15) 

4.75% 


Equalization  (2) 

Equalization 

Equalization 

Equalization 

Equalization 

Equalization 

Franchise  (4)  

Franchise 

Equalization 

Equalization 

Controller 

Horse  Racing  Board. 


Controller 

Insurance  Dept 

Alcoholic  Beverage 
Control  Dept 

Motor  Vehicle  Dept. 

Equalization 

Equalization 

Motor  Vehicle  Dept. 
Motor  Vehicle  Dept. 
Franchise 

Franchise 

Franchise 

Equalization 

Equalization 


General 
General 

General 
General 
General 
General 

General 

General  and  Finan- 
cial Aid  to  Local 
Agencies  (5) 
Cigarette  Tax 
Fund  (7) 
Energy  Resources 
Surcharge  Fund 
General 
Fair  and  Expo. 
(9),  Wildlife  Res- 
toration and  Gen- 
eral 

General 
General 

Alcohol  Bev.  (11) 
and  General 

Vehicle  License 

Fee  (12) 

Fuel  (13) 

Fuel 

Motor  Veh.  (14) 

Motor  Vehicle 

General 


General 


General 
General 

General  and  State 

Transportation 

Fund 


( 1 )  Revenue  and  Taxation  Code. 

(2)  State  Board  of  Equalization. 

(3)  Minimum  Tax  $200  per  year. 

(4)  Franchise  Tax  Board. 

(5)  The  revenue  attributable  to  the  2  percent  bank  tax  rate  goes  to  the  Financial  Aid  to  Local  Agencies  Fund. 

(6)  This  tax  is  levied  at  the  rate  of  5  mills  per  cigarette. 

(7)  30  percent  of  the  cigarette  tax  is  remitted  to  local  jurisdictions. 

(8)  Business  and  Professions  Code. 

(9)  For  support  of  county  fairs  and  similar  activities. 

( 10)  Ocean  marine  insurance  is  taxed  at  the  rate  of  5  percent  of  underwriting  profit  attributable  to  California  business.  A  special  rate  also  applies  to  certain  types 

of  insurance  and  annuities. 

(11)  For  return  to  cities  and  counties. 

(12)  For  payment  of  administrative  costs  and  apportionment  to  counties,  cities  and  school  districts. 

(13)  For  administrative  expense  and  apportionment  to  state,  counties  and  cities  for  highways,  airports  and  small  craft  harbors. 

(14)  For  support  of  State  Department  of  Motor  Vehicles,  California  Highway  Patrol,  state  highways  and  environmental  protection. 

(15)  Average  property  tax  rate  in  the  State  during  preceding  year. 
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CLASSIFICATION  OF  FUNDS  IN  THE  STATE  TREASURY 


9 


Revenues  and  expenditures  in  the  program  budget  and  the  summary  schedules  reflect  the  activities  of  many 
separate  funds.  Schedules  4  and  5  provide  a  complete  list  of  these  funds.  The  Index  lists  those  funds  for  which 
Fund  Conditions  are  included  in  the  budget  and  references  the  page  number.  General  Fund  and  Special  Fund 

io  expenditures  represent  the  cost  of  government  and  are  included  in  budget  totals;  and  along  with  selected  Bond 

ii  Funds,  are  included  in  the  overall  expenditure  totals.  Beginning  in  1981-82,  the  classification  of  funds  in  the 

\l  state  treasury  will  be  changed  to  conform  to  Generally  Accepted  Accounting  Principles  as  set  forth  by  the 

H  National  Council  on  Governmental  Accounting.  Schedule  1-D  in  the  A-Pages  includes  a  description  of  these 

•5  changes  and  shows  their  effect  on  the  1981-82  budget  totals. 

n  GENERAL  FUND — Used  to  account  for  all  revenues  and  activities  financed  therefrom  which  are  not  required 

18  by  law  to  be  accounted  by  any  other  fund.  Most  state  expenditures  are  financed  from  the  General  Fund. 

20  Normally,  the  only  difference  between  the  General  Fund  and  the  other  governmental  cost  funds  is  the 

21  restriction  placed  on  the  use  of  revenues  of  the  other  governmental  cost  funds. 

23  SPECIAL  FUNDS — Consists  of  governmental  cost  funds  used  to  account  for  taxes  and  revenues  which  are 

24  restricted  by  law  for  particular  functions  or  activities  of  government.  The  funds  included  in  these 
classifications  are  primarily  for  the  regulation  of  businesses,  professions  and  vocations;  transportation;  law 

27  enforcement  and  capital  outlay. 

2*  General  Fund  Special  Accounts — Legislatively  created  accounts  or  dedicated  revenues  within  the  General 

30  Fund.  Moneys  credited  to  such  accounts  may  be  used  only  for  the  purposes  specified  in  the  legislation. 

3i  As  a  result  of  Chapter  942,  Statutes  of  1977,  these  special  accounts  are  treated  as  special  funds  and 

33  revenues  and  expenditures  are  included  in  the  special  funds  totals  in  the  summary  schedules  of  the  budget. 

34  They  are  therefore  excluded  from  the  General  Fund  Unrestricted  revenues,  expenditures,  reserves  and 

35  balance  available. 

37  OTHER  FUNDS — See  Schedule  5  for  a  list  of  funds  which  do  not  represent  a  cost  of  government. 

38  Expenditures  from  these  funds  are  not  included  in  the  budget  totals.  They  consist  of  moneys  which  were 
^  derived  from  sources  other  than  general  or  special  taxes,  licenses,  fees  or  other  state  revenues.  Included  are 
41  receipts  from  the  Federal  Government,  funds  created  for  accounting  purposes,  receipts  from  sale  of  lands, 
^  or  moneys  held  in  trust.  These  funds  are  segregated  into  the  following  classifications: 

44  Working  Capital  and  Revolving  Funds — Funds  created  to  finance  internal  service  activities  rendered  by  a 

**  state  agency  to  other  state  agencies  or  to  local  governments  for  which  charges  are  made  at  cost.  The 

47  charges  are  reflected  as  expenditures  in  the  budget  of  the  agency  receiving  the  commodity  or  service. 

*8  Public  Service  Enterprise  Funds — Self-supporting  activities  operated  by  the  State  for  the  benefit  of  the 

so  public.  Funds  are  derived  from  charges  to  those  who  use  the  service  and  no  support  is  derived  from  taxes, 

si  licenses  or  other  state  revenues. 

53  Bond  Funds — Used  to  account  for  the  receipt  and  disbursement  of  proceeds  from  the  sale  of  bonds  and  to 

54  finance  projects  for  which  the  bonds  were  authorized.  Expenditures  are  considered  a  cost  of  government 
5^  at  the  time  interest  payments  are  made  and  as  the  bonds  are  redeemed. 

57  Retirement  Funds — Moneys  held  in  trust  by  the  State  for  retirement  benefit  payments. 

59  Trust  and  Agency  Funds — Funds  holding  moneys  in  trust  pending  disbursements  to  trustors,  moneys 

60  received  from  the  Federal  Government  to  be  expended  for  specific  purposes,  and  other  funds  which  do 
^2  not  derive  their  sources  from  taxes  or  other  state  revenues,  or  are  in  the  nature  of  transitory  funds  created 

63  for  the  convenience  of  accounting  receipts  or  disbursements  which  are  not  necessarily  revenues  or 

64  expenditures. 

66  SELECTED  BOND  FUNDS — Included  in  the  overall  expenditure  totals  of  Schedules  1,  3  and  7  for  budget 

67  purposes  are  expenditures  from  the  following  funds: 

69  Health  Science  Facilities  Construction  Program  Fund. 

70  Recreation  and  Fish  and  Wildlife  Enhancement  Fund. 

72  State  Beach,  Park,  Recreational  and  Historical  Facilities  Fund  (of  1964). 

73  State  Beach,  Park,  Recreational  and  Historical  Facilities  Fund  (of  1974). 
T*  State  Clean  Water  (Bond)  Fund. 

76  State  Construction  Program  Fund. 

77  California  Safe  Drinking  Water  Fund. 

]l  State,  Urban,  and  Coastal  Park  Fund  (Bond  Act  of  1976). 
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Schedule  6 

COMPARATIVE  STATEMENT  OF  EXPENDITURES  OF  FEDERAL  AID  GRANTED  TO 

THE  STATE  OF  CALIFORNIA  FOR  THE  FISCAL  YEARS 

1979-80,  1980-81,  AND  1981-82 

State  Operations 

LEGISLATIVE/JUDICIAL/EXECUTIVE 

Executive:  Actual  1979-80  Estimated  1980-81  Estimated  1981-82 

Governor: 

Secretary  for  Business  and  Transportation  547,807  -  _ 

Secretary  for  Resources  -  $113,000 

Office  for  Citizen  Initiative  and  Voluntary  Action 36,800  159,860  $25,000 

Southwest  Border  Regional  Commission 153,353  167,580  167^580 

Office  of  Planning  and  Research 2,137,472  2,494,350  1.738J13 

Office  of  Emergency  Services 2,241,439  1,834,639  2[o39J62 

Totals,  Governor $4,616,871  $4,769,429  $3,971,055 

Constitutional  Offices: 

Office  of  the  Lieutenant  Governor $116,465  -  _ 

Department  of  Justice 2,316,782  $5,961,499  $4,238,892 

State  Controller 1,024,634  1,559,189  L467|278 

Totals,  Constitutional  Offices $3,457,881  $7,520,688  $5,706,170 

Totals,  Executive $8,074,752  $12,290,117  $9,677,225 

TOTALS,  EXECUTIVE $8,074,752  $12,290,117  $9,677,225 

STATE  AND  CONSUMER  SERVICES  AGENCY 

Department  of  Consumer  Affairs $45,194  $50,000  $13,546 

Department  of  Fair  Employment  and  Housing 994,893  3,460,609  3  219  396 

Office  of  the  State  Fire  Marshal 16,750  17,000  '     - 

Department  of  General  Services 94,018  100,000  100,000 

Intergovernmental  Personnel  Act  Advisory  Council  914,286  688,890  703,610 

State  Personnel  Board 14,659  -  '     - 

Department  of  Veterans  Affairs: 

Veterans'  Home  of  California 6,353,154  5,778,602  7,059,107 

TOTALS,  STATE  AND  CONSUMER  SERVICES  AGENCY  $8,432,954  $10,095,101  $11,095,659 

BUSINESS,  TRANSPORTATION  AND  HOUSING 
Business: 

Department  of  Economic  and  Business  Development  $205,121  $234,140  $309,345 

Department  of  Housing  and  Community  Development 363,788  629,450  717,024 

Totals,  Business $568,909  $863,590  $1,026,369 

Transportation: 

Department  of  Transportation $95,555,221  $75,944,958  $77  721  909 

Office  of  Traffic  Safety 14,920,445  6,217,406  7,669,521 

Department  of  the  California  Highway  Patrol 136,448  164,309  2 1 1 )  1 66 

Department  of  Motor  Vehicles 91,539  -  '     _ 

Totals,  Transportation  $110,703,653  $82,326,673  $85,602,596 

TOTALS,  BUSINESS,  TRANSPORTATION  AND  HOUSING $111,272,562  $83,190,263  $86,628,965 

RESOURCES  AGENCY 

Energy  Resources  Conservation  &  Development  Commission 4,986,469  7,133,712  12,495,716 

Solid  Waste  Management  Board 3,639,955  3,772,589  2,521,044 

Air  Resources  Board 3,191,801  2,484,280  2,004,609 

Department  of  Conservation 648,901  420,406  420,598 

Department  of  Forestry 2,292,257  2,670,011  1,595,019 

State  Lands  Commission  75,000  75,000  75,000 

Department  of  Fish  and  Game 8,528,848  11,761,937  12,643,539 

Department  of  Boating  and  Waterways 143,718  422,014 

California  Coastal  Commission 2,886,536  4,247,580  2,350,000 

State  Coastal  Conservancy 11,208  64,883 

Department  of  Parks  and  Recreation 1,953,356  2,506,018  2,674,672 

Department  of  Water  Resources 1,662,901  1,726,594  1,299,100 

State  Water  Resources  Control  Board 10,429,876  11,587,932  14,578^963 

TOTALS,  RESOURCES  AGENCY  $40,450,826  $48,872,956  $52,658,260 

HEALTH  AND  WELFARE  AGENCY 

State  Council  on  Developmental  Disabilities $3,558,933  $3,632,412  $3,270,118 

Office  of  Statewide  Health  Planning  and  Development 3,020,003  3,171,627  3,066,974 

Department  of  Aging 65,183,000  74,685,426  73,464,240 

Department  of  Alcohol  and  Drug  Programs 2,696,977  3,160,823  3,300,447 

Department  of  Health  Services 95,593,249  156,856,860  190,343,655 

Department  of  Mental  Health 546,614  793,676  409,624 

Employment  Development  Department 1,659,125,506  2,348,953,245  2,217,951,858 

Department  of  Rehabilitation  1 95,229,126  91,957,642  85,096,631 

Department  of  Social  Services 58,909,915  72,026,956  76,123,854 

TOTALS,  HEALTH  AND  WELFARE  AGENCY  $1,983,863,323  $2,755,238,667                    $2,653,027,401 
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Schedule  6 

COMPARATIVE  STATEMENT  OF  EXPENDITURES  OF  FEDERAL  AID  GRANTED  TO 

THE  STATE  OF  CALIFORNIA  FOR  THE  FISCAL  YEARS 

1979-80,  1980-81,  AND  1981-82— Continued 

YOUTH  AND  ADULT  CORRECTIONAL  AGENCY  Actual  1979-80               Estimated  1980-81  Estimated  1981-82 

Department  of  Corrections  $252,575  $295,421                              $248,581 

Board  of  Corrections  -  5,000                                          - 

Department  of  the  Youth  Authority  580,626  679,842  464,474 

TOTALS,  YOUTH  AND  ADULT  CORRECTIONAL  AGENCY $833,201  $980,263                              $713,055 

EDUCATION 

K  thru  12  Education: 

Department  of  Education: 

General  Activities $30,816,550  $33,130,722                         $33,226,519 

Total  State  Library 959,353  1,051,863 

Total  Special  Schools 136,537  46,413  - 

TOTALS,  DEPARTMENT  OF  EDUCATION $31,912,440  $34,228,998                         $33,226,519 

Cal  Adv  Council  on  Voc  Ed  &  Tech  Train  $177,085  $186,536                              $203,354 

Calif  Occupational  Info  Coord  Committee  -  242,945                                299,630 

Commission  for  Teacher  Preparation  and  Licensing 111,980  64,595                   22,297 

Totals,  K  thru  12  Education $32,201,505  34,723,074                           33,751,800 

Higher  Education: 

California  Postsecondary  Education  Commission $1,427,015  $1,034,752                           $1,049,752 

University  of  California 1,286,784,502  1,321,189,760                       1,349,548,204 

Hastings  College  of  Law  1,038,822  897,170                                980,921 

California  State  University  and  Colleges 89,655,508  91,594,386                           92,770,430 

California  Maritime  Academy 845,194  857,035                                857,035 

Student  Aid  Commission 12,327,694  12,429,900                           11,800,000 

Totals,  Higher  Education $1,392,078,735  $1,428,003,003                     $1,457,006,342 

TOTALS,  EDUCATION $1,424,280,240         <  $1,462,726,077                       1,490,758,142 

OTHER  GOVERNMENTAL  UNITS 
Civil  and  Criminal  Justice: 

Office  of  Criminal  Justice  Planning  $9,449,460  $9,869,894                           $8,814,478 

Administration  and  Payment  of  Tort  Liability  Claim 13,945  -                   - 

Totals,  Civil  and  Criminal  Justice $9,463,405  $9,869,894                           $8,814,478 

Cultural  Development: 

California  Arts  Council  $950,902  $945,000                              $945,000 

Labor: 

Department  of  Industrial  Relations  $13,856,675  $15,047,245                         $15,457,402 

Regulatory: 

Department  of  Food  and  Agriculture $2,912,700  $2,888,652                           $1,844,800 

Public  Utilities  Commission 238,549  572,466                                465,432 

Totals,  Regulatory $3,151,249  $3,461,118                           $2,310,232 

GENERAL  ADMINISTRATION 

Military  Department $126,472,232  $137,225,596                       $142,721,648 

Totals,  Other  Governmental  Units $153,894,463  $166,548,853                       $170,248,760 

Other  Governmental  Services: 
Unclassified: 

Legislative  Claims $55,446  $424  - 

Totals,  State  Operations $3,731,157,767  $4,539,942,721                     $4,474,807,467 

Capital  Outlay 
STATE  AND  CONSUMER  SERVICES  AGENCY 

Department  of  General  Services $1,629,256  $3,125,515 

BUSINESS,  TRANSPORTATION  AND  HOUSING 
Transportation: 

Department  of  Transportation $173,968,637  $593,261,530                       $385,803,200 

RESOURCES  AGENCY 

Department  of  Parks  and  Recreation $1,119,973  $5,412,326                              $784,375 

Division  of  Exposition  and  State  Fair  297,153  2,579,190 

Santa  Monica  Mountains  Conservancy  -  2,402,000                   - 

TOTALS,  RESOURCES  AGENCY  $1,417,126=  $10,393,5l!                              $784,375 
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1  Schedule  6 

COMPARATIVE  STATEMENT  OF  EXPENDITURES  OF  FEDERAL  AID  GRANTED  TO 
THE  STATE  OF  CALIFORNIA  FOR  THE  FISCAL  YEARS 
1979-80.  1980-81,  AND  1981-82—  Con tinued 

HEALTH  AND  WELFARE  AGENCY  Actual  1979-80               Estimated  1980-81             Estimated  1981-82 

Department  of  Developmental  Services $1,270,281                                 $761,177 

Employment  Development  Department 195,176                                366,560                          —$428,949 

Department  of  Rehabilitation  49,600                                108,750                                 44,000 

Department  of  Social  Services -                                  83,500                                          - 

TOTALS,  HEALTH  AND  WELFARE  AGENCY $1,515,057                           $1,319,987                          -$384,949= 

YOUTH  AND  ADULT  CORRECTIONAL  AGENCY 

Department  of  Corrections  $439,942 

Department  of  the  Youth  Authority  304,130 

TOTALS,  YOUTH  AND  ADULT  CORRECTIONAL  AGENCY $744,072                                                                          '"     =Z 

EDUCATION 

Higher  Education: 

University  of  California $2,232,000                           $3,221,000                           $3,545,000 

Hastings  College  of  Law  2,778,626 

California  State  University  and  Colleges 303,963                                           -                                          - 

California  Maritime  Academy 14,631                                           -                                          - 

Totals,  Higher  Education $5,329,220                           $3,221,000                           $3,545,000 

TOTALS,  EDUCATION $5,329,220                           $3,221,000                           $3,545,000 

OTHER  GOVERNMENTAL  UNITS 
General  Administration: 

Military  Department $3,606,780                           $1,402,000                         $21,740,800 

TOTALS,  CAPITAL  OUTLAY $188,210,148                        $612,723,548                       $411,488,426 

Local  Assistance 
LEGISLATIVE/JUDICIAL/EXECUTIVE 
Executive: 
Governor: 

Office  of  Planning  and  Research $1,046,162                              $420,300                              $400,000 

Office  of  Emergency  Services 26,339,319                          119,153,897                           91,807,505 

Totals,  Governor $27,385,481                        $119,574,197                         $92,207,505 

TOTALS,  EXECUTIVE $27,385,481                        $119,574,197                         $92,207,505 

STATE  AND  CONSUMER  SERVICES  AGENCY 

Intergovernmental  Personnel  Act  Advisory  Council  $779,776                              $827,610                              $810,390 

BUSINESS,  TRANSPORTATION  AND  HOUSING 
Business: 

Department  of  Economic  and  Business  Development $950,640                           $1,924,000                              $215,346 

Department  of  Housing  and  Community  Development 4,216,224                            12,945,050                             8,433,500 

Totals,  Business $5,166,864                          $14,869,050                           $8,648,846 

Transportation: 

Department  of  Transportation $150,442,500                       $211,464,445                       $233,380,000 

Office  of  Traffic  Safety j 15,717,680                            14,753,593                             9,566,000 

Totals,  Transportation  $166,160,180                       $226,218,038                       $242,946,000 

TOTALS,  BUSINESS,  TRANSPORTATION  AND  HOUSING $171,327,044                       $241,087,088                       $251,594,846 
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Schedule  6 

COMPARATIVE  STATEMENT  OF  EXPENDITURES  OF  FEDERAL  AID  GRANTED  TO 

THE  STATE  OF  CALIFORNIA  FOR  THE  FISCAL  YEARS 

1979-80,  1980-81,  AND  1981-82— Continued 

RESOURCES  AGENCY  Actual  1979-80  Estimated  1980-81             Estimated  1981-82 

California  Coastal  Commission $720,756  $5,134,265                           $1,800,000 

Department  of  Parks  and  Recreation 16,058,086      •  17,300,000                           22,939,847 

TOTALS,  RESOURCES  AGENCY $16,778,842  $22,434,265                         $24,739,847 

HEALTH  AND  WELFARE 

Department  of  Alcohol  and  Drug  Programs $22,082,197  $30,625,928                         $31,130,090 

Department  of  Health  Services 1,482,105,637  2,011,009,631                       2,271,007,302 

Department  of  Developmental  Services 657,086  841,685                                841,685 

Department  of  Social  Services 1,597,385,314  1,971,418,095                      2,131,515,932 

TOTALS,  HEALTH  AND  WELFARE  AGENCY $3,102,230,234  $4,013,895,339        $4,434,495,009 

EDUCATION 

K  thru  12  Education: 

Department  of  Education: 

General  Activities $834,791,632  $828,019,941                        $829,169,411 

OTHER  GOVERNMENTAL  UNITS 
Civil  and  Criminal  Justice: 

Office  of  Criminal  Justice  Planning  $34,297,792  $30,141,454                         $27,476,930 

OTHER  GOVERNMENTAL  SERVICES 
Revenue  Distributions: 
Shared  Revenues: 

Apportionment  of  Federal  Receipts  From  Flood  Control  Lands  $264,956  $275,000                              $280,000 

Apportionment  of  Federal  Receipts  From  Forest  Reserves 50,452,045  32,093,000                           32,093,000 

Apportionment  of  Federal  Receipts  From  Grazing  Land 203,188  217,746                                233,000 

Apportionment  of  Federal  Potash  Lease  Rentals 2,307,723  3,984,000                             6,875,000 

Totals,  Shared  Revenues $53,227,912  $36,569,746                         $39,481,000 

TOTALS,  OTHER  GOVERNMENTAL  SERVICES $53,227,912  $36,569,746                         $39,481,000 

TOTALS,  LOCAL  ASSISTANCE $4,240,818,713  $5,292,549,640                    $5,699,974,938 

TOTAL  $8,160,186,628  $  10,445,2 15,90l                  $10,586,270,831 

State  Operations 3,731,157,767  4,539,942,721                      4,474,807,467 

Capital  Outlay 188,210,148  612,723,548                        411,488,426 

Local  Assistance 4,240,818,713  5,292,549,640                     5,699,974,938 
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